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—but for one man’s persistence 


ee 

GeEnTLEMEN,” began President Brown, “they got 
only $58—but they left the office a mess. Wrecked the 
safe itself—ruined the rug they covered it with—and 


by the looks of things, we'll need new furniture.” 


“Thank goodness, the Company won’t have to foot 
the bill!” explained Treasurer Harris. “Thanks to one 
man’s persistence, our Safe Burglary policy covers the 


damage and replacement expense. At the time, we felt 


that the agent was being unnecessarily persistent, but 
what has happened demonstrates that he understood 


our needs.” 


The ‘tone man” of this story was a U. S. F. & G. 
representative—one of 9,000 agents. These men are 
pledged to serve and worthy of confidence. Look in the 
telephone book for the name of the local U.S. F. & G. 


agent. He is an able counselor on business protection. 


Consult your Agent or Broker as you would your Doctor or Lawyer 





































“Vlty Cadewu ead 
PERSONAL SERVICE 
FOR EVERY USER” 


SAYS YOUR LOCAL POSTAL TELEGRAPH MANAGER 


ITHIN easy reach of your office 

—by Postal Telegraph Call Box 
or by telephone—is your local Postal 
Telegraph Manager. 

One of his jobs is to put Postal 
Telegraph speed, dependability and 
accuracy back of your telegrams. 

But quite another one of his jobs is 
to advise you in connection with any 
communication problems that may 
develop. 

“Personal Service for Every User” is 
the creed of the Postal Telegraph Man- 
ager. It is something to which every 
Postal Telegraph user is entitled. It is 
something which every Postal Tele- 
graph Manager is anxious to give. 

Invite him to call and check up on 
your communication requirements. Let 
him advise you as to the most effi- 





out 

; cient and most economical methods of 
- meeting them. 

° 

eS. Postal Telegraph, through the great Inter- 

- national System of which it is a part, offers 
. you the combined facilities of telegraph, cables 
the and radio. There’s no place that Postal Tele- 
G. graph cannot reach. 
on. 
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Making better history 


We of the present age feel convinced that we have been 
= privileged to pass our lives in an era of advanced civiliza- 
M tion. Science has made rapid strides. Production has 
reached the highest levels. Standards of living, in a material 
sense, have risen far above those known to ancient peoples. 
In our complacent attitude, we frequently find ourselves being 
thankful that we were not living during the struggles and pri- 
vations of the centuries past. 


The future historian, however, may well be skeptical of the 
advances we seem to have made. He could properly describe 
this as the era of greed and speed, of turmoil and strife, a 
period in which human life was appraised too cheaply. He 
could begin before the World War and point out the avari- 
ciousness and lust for power, the commercial intrigue, the 
racial prejudices and nationalistic animosities, as the founda- 
tion on which that great conflict arose. He could next describe 
the loss of life, the suffering and the privation that ensued, 
pointing out also the lack of cultured influences throughout 
the world and commenting on the animal instincts which 
caused men to fly at each other’s throats. And he could easily 
note the growth of materialism, the drift from religion. 


Men, he will be able to say, had not learned how to re- 
strain themselves. Experience seemed to mean nothing to 
them. In their wild rush and scramble for power and ma- 
terialistic gains, they had little time to cultivate a tempered 
philosophy of life. Some, indeed, were content to study the 
philosophy of the ancients, unable to develop one of their own. 
That future historian may well wonder why Christians did not 
follow the principles they attempted to teach, before trying to 
spread the doctrine of Christianity to the heathen. 


The record we have made and are making is not worthy of 
much praise, even from those strongly inclined to generosity 
and optimism. It is time that we analyze our smug complac- 
ency. Such an analysis may cause us to make better history. 


Executive Manager, N.A.C.M. 


Let's guard the 


nation's profits! 


by EDWARD PILSBURY, President, National Association of Credit Men. 


The family of credit executives, 

as within the National Association 

wy of Credit Men, has been a rather 

exacting one. As so frequently oc- 

curs in private family lives, we expect 

much and give but very little to our 
own organization. 

Let the credit manager consider the 
credit department budget. In an analy- 
sis-of it you may be surprised to learn 
how small a portion of your budget 
is taken by your Credit Association 
despite its extensive services. Yet you 
and I would be the first to agree that 
we expect much from our organization 
and, in fairness, we must admit, con- 
sidering the meager way in which we 
have financed our organization, that 
we have received exceptionally satis- 
factory dividends on our investment. 

At the Richmond Convention, in 
June of this year, the general mem- 
bership in the Convention Hall lis- 
tened to a program of greater service 
that could be made possible. The sug- 
gested program was along lines which 
management might suggest to a Board 
of Directors of a profit-making com- 
pany. 

The natural query was: Why not a 
program of this kind for a non-profit- 
making cooperative organization? 

The members in Richmond answered 
it by demanding that the greater pro- 
gram be launched. Later it was thor- 
oughly analyzed by the local Secre- 
tary-Managers and they agreed. The 
time had come for an even more ag- 
gressive policy. Finally the National 
Board of Directors, chosen to repre- 
sent the members, carefully weighed 
the program and lent it their whole- 
hearted endorsement. 
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This month our members will be 
given an opportunity to make an in- 
vestment in a broader credit program 
that means much, not alone to the 
credit profession, but to American 
business in every line. 

The program contemplates an in- 
creased vigilance in legislation. Your 
organization will make it a primary 
responsibility to foster sound credit 
legislation and to aggressively oppose 
unsound legislation affecting credits. 
Sound credit legislation is essential if 
we are to have sound credit policies. 

Recognizing the need of credit edu- 
cation, the program contemplates the 
launching of a nation-wide educational 
program. This program will be di- 


Soundly-devel- 
oped and ad- 
ministered credit 
means better coor- 
dination through- 
out all business. 


rected first internally, so that each and 
every member of your organization may 
be well-grounded in the theory and 
management of credit. Next it will be 
directed towards business generally so 
that management may have a true ap- 
preciation of the sales and conserva- 
tion value of the credit department. 
Further, it will be given to the gen- 
eral public so that they may recognize 
the potent influence of credit in busi- 
ness life and its tremendous effect upon 
human welfare. 

A practical research department 
headed by a practical man of experi- 
ence in business will develop facts— 
not theories. This research depart- 
ment will be*of untold benefit to credit 
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The prevention of fraud will be 
made easier when this program is put 
into effect. With the Fraud Preven- 
tion Department of the National As- 
sociation functioning, as it has been 
doing, on a self-supporting basis, its 
work will be more effective because of 
the advantages that will accrue to it 
when this program is carried out. 

The possession of wide credit experi- 
ences in foreign accounts through a 
more aggressive sales policy in the For- 
eign Credit Interchange is another 
factor in the program. 

In short, the program calls for an 
aggressive campaign to develop credit 
consciousness; to protect industry 
against unnecessary credit loses; to fo- 
cus upon the minds of our citizenship 
the importance of credit; to profes- 





nd sionalize the very important position 
ay of credit management. 
nd Such a program can and will be se- 
be cured with only an_ infinitesimally 
so small portion of the credit budget of 
ip- an industry. Such a program is only 
la- made possible by reason of the exist- 
nt. ence of a strong organization of credit 
n- men. 
ize This month the members who own, 
si- controk and direct the National Asso- 
on ciation of Credit Men are joining to- 
gether to put this program into effect. 
nt As President of the organization I ap- 
ri- peal to you to support it. In this ap- 
— peal for recommendation I am weigh- 
rt- ing the program entirely on its invest- 
dit ment value. I expect you to do like- 
wise. The program will return, in 
executives in enabling them to avoid the past, through an improved Adjust- dollars and cents, dividends many 
credit losses and to chart their credit ment Bureau service, the aim at all times its underwriting cost. It will 
department along a safe course. times being to reduce credit losses minimize credit losses. It will hasten 
The program seeks to establish credit through business-like administration in the day when the credit department 
clinics in which feeble businesses and this department. will be completely recognized as the 
ailing debtors will have clinical busi- Increased promptness and efficiency essential department in business that 
ness administering with the object in in the matter of collections is also we know it is. 
view of bringing back health to the scheduled in the program. Personal Every credit executive should care- 
suffering business and thus preserving adjuster service throughout the nation, fully study the program. Having 
the credit health of American enter- which will make available to each studied it, I am confident your decision 
prises. credit executive a personal interview will be in conformity with that of the 
The very foundation stone of this with his debtor through the person of members who were present at Rich- 
organization, yours and mine, is co- his Association representative, is not mond, the managers who met after the 
operation among credit executives. an idle dream but will be rapidly fur- Richmond meeting and the National 
This cooperation, it is desired, shall thered under the contemplated pro- Board of Directors. With 20,000 
be extended in the field of Credit In- gram. credit executives back of a program it 
terchange to the point where a com- More intensive credit group devel- cannot fail. 
plete, national coverage will be real- opment along sound lines, permitting We can, we must, we will continue 
ized. Such a service could and would an exchange of ideas and opinions and to guard the account receivables of 
save millions of dollars annually for based upon Credit Interchange serv- our nation. That is our goal. That 
American business. ice, is scheduled. Here the possibili- is our duty. The modern credit execu- 
The program intends an even more __ ties are limitless. The industrial credit tive knows that “Cooperation is more 
scientific and economic handling of liq- problem will be dissected in these than a sentiment; it is an economic 
uidations and reconstructions that in credit group meetings. necessity !” 
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In approaching the relation of in- 
surance to credits, it would be 

u interesting first to consider the use 

and functions of insurance, which 
plays such a considerable part in our 
daily lives. 

A few examples will suffice to illus- 
trate. ‘The house you live in and its 
contents are insured against fire and 
windstorm; the postman who delivers 
your mail is bonded for the faithful 
performance of his duty; the automo- 
bile that takes you to your office is 
protected by insurance against acci- 
dents to other persons and property. 

The elevator in your office building, 
store or factory is insured against acci- 
dents to your employees or the public; 
the electricity used to light your home 
and office comes from a plant that is 
insured against fire and windstorm 
and against accidents to its employees 
and the public. The teller in your 
. bank is bonded and your deposits are 
insured. In fact, there is hardly any 
contact we make that is not in some 
way directly or remotely connected 
with insurance. 

The shortest and most satisfactory 
definition of insurance I have found is, 
“Insurance is the substitution of cer- 
tainty for uncertainty.” 

In the conduct of our business, we 
are constantly faced with “uncertain- 
ties” against which, if we are prudent, 
we endeavor to protect ourselves and 
our investment. For example, to re- 
duce accidents, brakes and signal horns 
are put on automobiles, and in our 
business we establish accounting sys- 
tems, frequent inventories and periodic 
audits. We employ every known de- 
vice to insure the safety of our em- 
ployees and the public and surround 
our business investment with every 
possible safeguard against loss. After 
all this is done, we are still faced with 
many additional “uncertainties” against 
which we should be protected. 

The most common of these hazards 
is the element of fire. It commands 
our immediate attention and grips our 
imagination because it is both spectac- 
ular and devastating. It can wipe out 
every material possession a person has 
and leave him destitute and penniless. 


Insurance: 


certainty | : 


by PEYTON B. BETHEL, Executive Secretary, 


It takes an annual toll of fifteen thou- 
sand lives and is responsidle for over 
twenty thousand injured persons every 
year. It ravages entire cities, leaving 
waste and desolation in its wake. 
The fire loss in this country over a 
period of seven years up to 1933, 
reached the staggering figure of three 
and one half billion dollars, or an 
average of one half billion dollars a 
year. This is about one third of the 
annual bad debt waste of which credit 
men are not proud. In the face of this 
record, there are still business men who 
are not willing to buy protection 
against this menace, and credit men as 
a class are doing nothing about it. 
The companion hazards to fire are 
explosion, tornado and  windstorm. 
These losses, if the figures were avail- 
able, would probably run to a quarter 
of a billion dollars more. Insurance 
against this uncertainty is not so wide- 
ly used as is fire insurance, but with 
extended coverage, now available, 
business men and property owners 
generally are buying their fire protec- 
tion with “supplemental contracts’’ at- 
tached which adds explosion, tornado, 
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windstorm and other forms of protec- 
tion to the fire policy at a slight 
increase in rate. 

There are two additional hazards 
that demand the attention of the care- 
ful business man. First, the uncer- 
tainty of human behavior, and second 
the uncertainty of mechanical equip- 
ment. The first includes the actions, 
whether unintentional or malicious, of 
employees, agents and the public, which 
frequently cause business men severe 
losses. Under this category we list 
defalcations, robbery, forgery, breach 
of contract, criminal negligence and 
many other lapses in the performance 
of duty which are usually covered by 
surety bonds or contracts. 

Under the second heading falls the 
danger of breakdown of equipment and 
machinery and unsafe condition of 
buildings, rights-of-way and_ other 
physical property. These hazards are 
covered, most frequently, by workmen’s 
compensation, public liability and prop- 
erty damage policies. “These two ad- 
ditional hazards can easily account for 
another quarter of a billion dollars in 
losses, thus bringing the total loss 
against which prudent business men 
should protect themselves to approxi- 
mately one billion dollars annually. 

The three cardinal principles of 
credit granting are Capital, Character 
and Capacity. The importance of both 
Capital and Character is so well estab- 
lished that it requires no further com- 
ment here, for unless the applicant for 
credit has some capital and much 
character he is not an acceptable credit 
risk. Capacity is the ability of man- 
agement so to conduct an enterprise 
that it will be successful and continue 
to be a good credit risk. Primarily, 
Capacity involves the responsibility to 
meet all obligations with reasonable 
promptness; it means prudence; it re- 
quires successfully planning and budget- 
ing one’s affairs so as to avoid default 
even under the most adverse and un- 
certain conditions. This involves safe 
buying, proper and economical distribu- 
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vs. uncertainty 


Louisville Board of Fire Underwriters. 


tion, fair prices, ample turn-over and 
a conservative credit policy. All of 
these attributes, however, are no more 
than a house built on the sands with- 
out one other most important charac- 
teristic—the capacity of management 
to substitute “certainty for uncertain- 
ty,” to provide against the hazards over 
which it has no control. This, of 
course, brings us again face to face 
with the necessity for the protection 
that is offered only by well regulated 
and sound insurance carriers. 

Many unfortunate instances result- 
ing from business men carrying no in- 
surance or insufficient coverage, and the 
beneficient effect of proper insurance 
protection have come under my obser- 
vation both as a credit man and in my 
present position. A few instances will 
illustrate the point. 

A general merchant in a nearby 
town had sufficient merchandise and 
accounts receivable to meet all of his 
obligations with an excellent margin 
for himself. He did not own his own 
building. A fire destroyed his entire 
stock of merchandise. His insurance 
had expired and due to carelessness had 
not been renewed. He was unable to 
continue business with the result that 
his creditors received little or nothing 
on their accounts. 

The trusted employee of another 
mercantile establishment defaulted in 
an amount far in excess of his bond. 
The loss sustained resulted in receiver- 
ship for the company. 

A manufacturing concern moved its 
plant into a building on which the fire 
insurance rate was higher than at the 
old location. With the expenditure of 
a moderate sum certain deficiencies in 
construction could have been corrected 
and the insurance rate cut materially. 
The management decided not to make 
the improvements and to carry its own 
insurance. Under this plan, at the end 
of the first year the company had 
$1200.00 credited to its “self-insurance 
fund.” Shortly thereafter the plant 
was burned and the company suffered 


a loss of $25,000.00 with no insurance. 

The credit of a manufacturer was 
badly over-extended due to the depres- 
sion. A disastrous fire, which did not 
originate on his property almost com- 
pletely destroyed his building, machin- 
ery and inventory. Fortunately he was 
fully covered by insurance and there- 
fore was able to continue his business. 

I could recite many other instances 
where merchants have suffered losses, 
both fire and casualty, which resulted 
disastrously both to their creditors and 
to themselves. The credit man and he 
alone can correct this evil. No credit 
man would dare run his car out of his 
garage without first covering it with 
adequate insurance. He could not rest 
comfortably at night unless his home 
and its contents were protected by in- 
surance. 

And yet, it is demonstrated by a 
survey recently made by the National 
Association of Credit Men that only 
thirty percent of the credit men of the 
country make any inquiry of their cus- 
tomers as to their fire insurance needs 
and coverage. The survey shows fur- 


Fire prevention is credit protection” . 


ther that only ten percent inquire into 
liability coverage and only four percent 
into all kinds of insurance protection 
carried by their customers and appli- 
cants for credit. 

Most credit men are familiar with 
the necessity for insurance of many 
types in their own organizations and 
are perfectly aware of the requirements 
of banks and other financial institu- 
tions relative to ample insurance pro- 
tection on the part of their borrowers. 
Many of them are in charge of the 
insurance of their own firms, but even 
this intimate knowledge of the subject 
frequently does not prompt them to 
inquire into and advise with their cus- 
temers as to their insurance coverage 
and requirements. The fact that the 
customer or the account is small is no 
excuse. “The smaller the business, the 
greater the chance for a total loss. A 
business on which the premium rate 
for proper protection is too high to be 
carried is usually one on which the 
credit rate is too low to be safe. 


If insurance is the “substitution of 
certainty for uncertainty,” and if the 
insurable losses of the country average 
approximately two thirds of its bad 
debt waste, is it not sound to assume 
that every credit grantor should in- 
sist that his customer protect himself 
and his creditors against these hazards? 
More and more the credit man is 
looked upon as the business advisor of 
his customers. It would be a favor 
to those merchants if he would as a 
part of this service (Cont. on page 29) 


. . the credit 


men’s efforts for sound credit aim to check fire losses. 
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This is the first of two articles by the 
author on tests of credit management. 


To be truly scientific, manage- 
ment must have constantly before 
it a clearly defined goal or objec- 
tive. Probability of success in 
reaching the goal is also increased 
when management is aided by devices 
which indicate progress toward the 
final objective. 

Thus the football team has it goal 
definitely fixed in mind; the object is 
to cross the opponents’ goal line and 
progress toward this objective is defi- 
nitely measured by the yard markers. 
In management also the application of 
specific policies designed to advance 
toward the goal is more intelligent and 
purposeful as testing devices and 
measures of progress toward the goal 
are improved. 

The intermediate objective of the 
football team is to make first downs, 
not that first downs are important in 
themselves but because they are indi- 
cative of progress toward the oppo- 
nents’ goal line. The selection of plays 
by the quarterback is influenced by his 
knowledge of the progress which has 
been made and which still must be made 
to a first down and to the goal line. The 
measures of progress in this illustration 
are comparatively simple and direct. 

Frequently with management the 
measures of progress are extremely 
complex and often indirect. Despite 


Credit management 


by HARVEY W. HUEGY, University of Illinois. 


the unsatisfactory nature of the meas- 
ures they are important because they 
are the tools with which management 
measures and tests the desirability of 
projected programs, the efficiency of 
personnel and the effects of different 
policies. 

In the case of business management 
the final objective is the making of 
profits. The intermediate objective in 
the management of the credit function 
has long been recognized as being the 
achievement of a maximum of sales 
and a minimum of losses. This is its 
contribution toward the profit ob- 
jective. At times the emphasis has 
been positive, by being placed on the 
sales portion of the task; and at other 
times negative, by being placed on the 
loss avoidance portion of the task. 
Most frequently, however, the twofold 
objective has been properly kept in 
mind. 

Whether or not this objective has 
been perfectly or partially attained is 
not easily or directly tested. ‘The test- 
ing of attainment must necessarily be 
indirect and too frequently the test can 
only be applied after, rather than in 
advance of, or coincident with, the 
doing of the act. The losses come after 
the sale has been made. Thus part of 
the objective, the increase of sales, may 
be attained while the other part, the 
taking of losses, comes long after and 
may be lost sight of. 

Whether because of the difficulty in 
measuring attainment, because of indif- 
ference on the part of management, be- 
cause of a failure to recognize the im- 
portance of the credit function, or for 
some other reason or reasons, the prac- 
tical men active in credit work have 
paid little attention to the development 
of tests of their work. This is some- 
what peculiar in view of the fact that 
the credit man is constantly engaged in 
testing the work of others. The in- 
vestigation and analysis of the credit 
tendered him for acceptance is a con- 
tinual series of tests. 
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Many elaborate and effective devices 
for gathering testing material by fact 
seeking investigations have been per- 
fected and many highly efficient or- 
ganizations developed to aid in the ac- 
cumulation of factual information. 
Credit men have been diligent in seek- 
ing and alert in applying quality tests 
to the credit which they are daily asked 
to accept. Refined analytical methods 
have been developed to render the de- 
cisions as to acceptability more exact. 
Constant analytical practice has aided 
in the development of tests for credit 
goodness. Much of the literature of 
credit deals with this phase of the 
work. Yet despite this concentration 
on the testing of the performance of 
others the credit man has paid little 
attention to the development of tests of 
his own performance. 

Becoming interested in this question 
a search was made of the literature of 
credit to atempt to find some discussion 
of devices for testing or measuring the 
work of the credit man. Help was first 
sought in the standard text books on 
credit. The summary of the results of 
this search follow: 

Albert F. Chapin, “Credit and Col- 
lection Principles and Practice,” Mc- 
Graw-Hill, 1935 has no chapter or 
section devoted to a discussion of the 
subject of testing the performance of 
the credit man. 

Richard P. Ettinger and David E. 
Golieb, “Credits and Collections,” 
Prentice-Hall, 1933 have a chapter on 
the “Duties and Qualifications of the 
Credit Man.” On page 99 they say, 
“The function of the credit man is to 
achieve a minimum of losses with a 
maximum of sales.” No elaboration or 
setting up of specific tests for the suc- 
cessful attainment of this objective are 
suggested. 

Theodore N. Beckman, “Credits and 
Collections in Theory and Practice,” 
McGraw-Hill 1930, considers the sub- 
ject of at least sufficient importance to 
devote a chapter to it. This chapter 


. OCTOBER, 1936 








ices 
fact 
per- 
or- 

ac- 
ion. 
eek- 
ests 
ked 
1ods 
de- 
act. 
ded 
edit 
» of 
the 
tion 
of 
ttle 
s of 


‘ion 
: of 
ion 
the 
irst 


. of 


‘ol- 


needs a goal! . 


which is entitled “Credit and Collec- 

tion Indexes and Control Records” 

lists the following specific measures of 

credit department efficiency: 

1. Relation of credit business to 
total sales. 

2. Bad debt loss. 

3. Collection percentage. 

4. Turnover of receivables. 

5. Delinquency percentage. 

6. Analysis of accounts. 

7. Periodic lists of overdue ac- 
counts. 

8. New accounts opened. 

9. Rejection percentage. 

0 


10. Suspense and profit and _ loss 
ledgers. 

11. Cost of carrying accounts re- 
ceivable. 


No analysis of the various tests is 
attempted and no real criticism of 
them is offered. They are merely 
listed and briefly described. 

John T. Bartlett and Charles M. 
Reed, ‘‘Retail Credit Practice,’ Har- 
per Bros. 1928, have two chapters on 
the subject; ““The Control Policies of 
Economic Retail Credit,” and ‘Col- 
lection Percentages, Bad Debts, and 
Other Credit Efficiency Indicia.” In 
these two chapters are listed about the 
same measures as listed by Beckman, 
with a brief statement as to firms and 
credit men who use them. 

An examination of the periodical 
literature yielded almost no additional 
information. The files of “Credit 
Monthly” and “Credit and Financial 
Management” for the years from 1930 
to 1936 disclosed but two articles on 
this subject. One in September of 
1930 suggested the charting of collec- 
tions by showing one line for sales total 
and another line for the number of 
days sales which were uncollected. 
Another in March of 1934 suggested 
indexing overdue accounts by calculat- 
ing the ratio of overdue accounts to 
outstanding accounts and using this 
ratio as the index of overdue accounts. 

The files of the “Credit World” 
show no greater interest in the subject. 
From 1934 to 1936 there were but two 
articles on the subject and both of 
these were concerned with the technic 
for expeditiously aging account. 








Some further help has been given on 
this subject by the “Retail Credit Sur- 
vey” which has attempted to gather 
statistics relative to the performance of 
the credit function and has used as its 
criterion the following: Credit sales, 
collection percentages and turnover of 


receivables, and bad _ debt losses. 
Through this source statistical infor- 
mation for the past seven years has 
been gathered and made generally 
available. A similar survey for mer- 
cantile credit has also been made by 
the Department of Commerce. 

These then constitute the suggested 
tools with which management is to 
test the efficiency of performance of 
this important function of the business. 
It is with these tools that management 
is supposed to determine whether or 
not the credit department of the busi- 
ness is succeeding in effecting the maxi- 
mum sales and the minimum loses. 

The writer has no quarrels with the 
tools used, nor any extensive sugges- 
tions relative to the use of new ones. 
The purpose of this article is merely 
to raise the question of the adequacy 
of thinking upon this subject and the 
effectiveness of the tools used. Un- 
doubtedly many credit men have de- 
vised and are using in connection with 
their own operations other tests which 
they feel are illuminating as to their 
own problems. It is also doubtless 
true that many more credit depart- 
ments are operating without any other 
test than that afforded by the bad debt 
loss figure. 

It seems evident that if credit man- 
agement is to advance to the dignity 
of a science, if it is to lay claim to any 
exactness of control and careful meas- 
ure of achievement, other and better 
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tests of its performance must be de- 
vised and utilized. It would seem that 
some discussion of this subject, some 
exchange of methods of testing, would 
be fruitful. In fact one might say 
would be imperative. 

It is to further discussion of this 
subject that the following remarks are 
written. It is hoped that they will act 
as a stimulus to further discussion and 
serve as a point of departure. 

It is-well at times to raise our eyes 
above the top of our own desk and 
glance off into space with vacant eye 
while we ask ourselves, “Where am I 
going?” ‘Too often in the rush of get- 
ting the day’s work done we lose our- 
selves in the maze of the details of our 
tasks and never ask ourselves if we 
know what our objective is and 
whether we are still on the road. This 
question may well be raised, for with- 
out a clearly defined objective for our 
journey we may waste much time and 
effort in exploring sideroads and by- 
paths which do not lead toward the 
end sought. In fact we may entirely 
lose sight of the destination and never 
arrive. 

The questions which credit men 
must be prepared to answer are: 

What are the proper objectives of 
the credit department? and 

How can I tell if these objectives 
are reached? 

In the proper performance of the 
credit task is implied responsibility to 
three interests. The credit man is re- 
sponsible: 

Ist. To the firm which employs 
him, 

2nd. To the debtor whose credit 
he accepts, 

3rd. To the business and social 
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community whose well being may be 
affected by his actions. 


The responsibility to his own firm is 
the most direct and readily apparent of 
the three. It is clearly his duty to ac- 
cept credit from all reliable debtors. 
By accepting credit from only those in- 
dividuals and firms who have the abil- 
ity to pay and the will to pay he pro- 
tects his firm from unnecesary bad 
debt losses. By accepting credit from 
all reliable debtors he secures the maxi- 
mum amount of profitable business. 
This is another way of stating the 
ideal of minimum of losses and maxi- 
mum of sales. To accept this state- 
ment of the ideal we must interpret 
the phrase “minimum of losses” in the 
widest possible sense. This must mean 
more than merely bad debt losses. 
Low bad debt losses can be attained 
by a policy of careful and persistent 
collections. But maximum profits may 
not result because of the high collec- 
tion costs and expenses involved and 
the high costs to carry receivables. 
The result being less profit and in 
times of stress even meaning a serious 
handicap to the business because of the 
freezing of capital in slow moving re- 
ceivables. 

Nor can the time element be ig- 
nored. Over what period of time shall 
the minimum of losses and maximum 
of sales be calculated? Looked at from 
one point of view the time element 
enters in, for the sales and losses are 
directly paired. Therefore, it must 
refer to losses on identical past sales. 
There is still another point which can- 
not be ignored and that is future sales. 
Exposure to loss in the present may 
result in the securing of a position in 
the market which will in the future 
secure valuable and coveted trade con- 
nections and volume. Exposure to loss 
due to the taking of today’s sub- 
standard business may mean the secur- 
ing of some customers who are failing 
and will cause losses, but it also in- 
volves the securing of some customers 
who are just starting and will be the 
volume buyers of tomorrow. A better 
statement of the ideal might well be to 
seek a minimum of costs and a maxi- 
mum of gains, both in the present and 
future. 


In successfully seeking to attain this 
result the credit man must investigate 
credit tendered him carefully and com- 
pletely. He must assure himself that 
the probability of payment is suff- 





ciently in favor of the firm so that the 
incidence of risk is normal. In other 
words, that the normal reserve pro- 
portion will cover the class of risk. 


This investigation must be made 
with speed and economy. To over- 
investigate will mean high operating 
costs. To underinvestigate will mean 
undue risks. The investigation must 
be sufficiently complete to uncover all 
unfavorable information and to permit 
of proper analysis and must be done 
with sufficient speed to permit the 
reaching of a decision without causing 
customer dissatisfaction. These are 
exacting requirements but they have 
been well met. They have as their 
final objective the increased profit of 
the firm. 





What do 
u you think? 


In this, the first of two articles, the 
author presents an introduction and a 
basic analysis of his subject. Next 
month the author will present a series 
of tests of credit management. 

e are interested in your reaction 
to this series of two articles. May we 
suggest that you keep this article at 
hand and, after reading the next month’s 
article, send us your opinion? We will 
be happy to hear from you after you 
have had a chance to read the com- 
plete manuscript prepared by Mr. 
Huegy. 








The second interest served by the 
credit man is that of the debtor. The 
credit man has a responsibility to the 
debtor which is just as definite and 
exacting as that which he assumes to 
his own firm. This responsibility de- 
mands that he accept credit from 
every debtor who is entitled to have it 
accepted, who has the will to pay, and 
to that amount which the debtor’s 
ability to pay justifies. Incidentally it 
might be here observed that this ac- 
ceptance of all good credit tendered 
him is also called for under his respon- 
sibility to aid his firm in the making 
of maximum sales. 

Intelligent sales departments have 
classified the stages in the sale as 
being; attention, interest, desire, con- 
viction, action, and satisfaction. This 
is a recognition that the sale does not 
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end with the securing of the order. In 
the interest of repeat business satisfac- 
tion must follow. In the furtherance 
of this desire to give satisfaction, sales- 
men are being trained to consider the 
needs of the prospect and the ability 
of their proposition to satisfy these 
needs. They are being warned to avoid 
selling the prospect something for 
which he has no need, or selling him 
in quantities in excess of his needs. 


The credit department must also 
take heed of this same warning. The 
debtor is injured by having his credit 
accepted too freely. Many men have 
found that their obligations were too 
heavy for them and that the strain of 
paying on these heavy obligations has 
handicapped them. Their difficulty 
has been that they had too good credit. 
The credit man should avoid accepting 
credit which is beyond the clearly 
proved future ability to pay and thus 
protect the debtor from the results of 
his own folly. This obligation is just 
as serious and just as pressing as the 
obligation to accept credit from every 
deserving debtor. Clearly refusal to 
accept credit from a deserving debtor 
injures the firm by depriving it of 
profitable business and also injures the 
debtor by depriving him of the oppor- 
tunity to secure goods which his pres- 
ent and future prospects entitle him to 
have. This prevents him from enter- 
ing into a profitable transaction and 
deprives him of the benefits which 
would result from this transaction. 


The third interest involved is the 
interest of society at large. The eco- 
nomic community in general is not a 
party to the transaction which is ar- 
ranged between debtor and creditor. 
It occupies the role of the innocent 
bystander and like the innocent by- 
stander, society at large is frequently 
hit and injured by the actions of the 
immediate participants. Thus when 
credit is accepted unwisely and injudi- 
ciously from persons who do not have 
the will to pay or in excess of their 
ability to pay the resulting losses and 
failures may disturb the stability of 
the entire economic structure. Then 
society at large suffers as a result of 
the errors accumulated by the active 
participants in credit transactions. 
Losses are incurred and firms fail. 
Capital is invested in unproductive en- 
terprises where it is sterile and produc- 
tive enterprises are handicapped by in- 
ability to secure capital. (Cont. on p. 36) 
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Why guess? 


by L. V. IRVINE, Supt., Fidelity Dept., 
Aetna Casualty and Surety Co., Chicago, Ill. 


Dad was a school teacher. Maybe 
that’s why it happened the way it 
lu did. My schoolmate said it was— 
but anyway, it got me through an 
otherwise impossible English examina- 
tion. One question in it said, “Write 
a theme on one of the following sub- 
jects:” I picked ‘““My Father’s Work.” 
In that little theme I made him out 
a hero, a martyr, a public servant, a 
model of manhood, a good fellow, and 
many, other things, but particularly, 
the occupant of a rather thankless posi- 
tion and the butt of many a schoolboy 
prank. Not that he wasn’t all of them, 
but at the same time, I made out a case 
for any school teacher, including the 
one who was correcting my paper. I 
passed. 

Since that time many years have gone 
by and my ideas about the most “thank- 
less position” have swayed to and fro 
without alighting on any job (except 
my own) until recently. I now nomi- 
nate, for that doubtful honor, the 
credit manager. He it is who must 
know all and see all, the barker of our 
modern business carnival. If all his 
customers pay their bills—well, they 
would have paid them anyway; if they 
don’t, it’s the carpet for the credit man. 

For the sales department, he must 
stretch a point once in a while and that 
point may snap him between the ribs if 
the treasury can’t collect the account. 
He must have “whys” and “where- 
fores” for everything; he must bore in 
here and come out there. In the most 
important cases he must know almost 
as much about the customer and his 
business as the customer does himself. 

After many years of trial and error 
and more years of serious investigation 
and fact finding, credit men now know 
that there are many things which affect 
the ability of a purchaser to pay. Not 
the least of these things is the insurance 
carried by the customer; the insurance 
which may mean the difference be- 

tween ability to pay debts and in- 
solvency. The careful credit man will 





insist upon knowing how his accounts 
are protected against all insurable haz- 
ards.. The vehemence of his insistence 
will be measured by many rules and 
influenced by many factors. 

It will suffice for our purpose to ad- 


mit that there are “rules” and 
“factors.” The “Insurance Statement”’ 
which he usually secures from pros- 
pective accounts, is indication enough 
of the trend of the credit manager’s 
mind, and a distinct tribute to his im- 
agination and insight. The “Insurance 
Statement” in itself is by no means 
novel, but its present state of perfection 
eliminates the “hit and miss” possibili- 
ties of bygone years. 

Whether he knows it or not, the 
credit manager of today is being mate- 
rially assisted by progressive accounting 
firms who audit his customers’ records. 
Only a few months ago, one of the 
country’s foremost firms of accountants 
saw fit to have its men led through the 
relatively simple intricacies of Dis- 
honesty Insurance, the Fidelity bond of 
yesterday. 

The dishonest employee has long 
been recognized as a formidable busi- 
ness hazard. The period of the past 
seven years, with its almost daily re- 


minder of the human failure, has not 
helped to soothe the harassed credit 
man. It behooves him, then, to under- 
write his own credit risks with tools 
he has devised himself. With this in 
mind, we offer a few comments on Dis- 
honesty Insurance, and let us be guided 
by question number 4 of the credit 
man’s own Insurance Statement. 


4. Do you carry Fidelity Bonds? 
On what officers or responsible em- 
ployees? 
Are bonds Position, Scheduled or 
Blanket? 
Amount? 
Company? 


The first part of the question, “Do 
you carry Fidelity Bonds?” has been 
answered in some measure by the credit 
men themselves. A questionnaire an- 
swered by 22,000 manufacturers and 
wholesalers revealed the startling fact 
that 40% of the group carried none at 
all. It is altogether likely that a sim- 
ilar percent were inadequately or im- 
properly covered. Records of surety 
company claim departments back up 
that assumption. It has been demon- 
strated from such records that 74 of 
all claims presented are either under- 
insured or caused by collusion of two 
or more employees; one covered, the 
others not. Annual losses caused by 
dishonest employees have been vari- 
ously estimated from $100,000,000 to 
$400,000,000. Whichever figure we 
assume to be true, the amount of unin- 
sured loss, borne by the business man, is 
appalling. 

The second part of the question, 
“On what officers or responsible em- 
ployees?”’ might seem to answer itself. 
We might assume without a second 
thought that officers and responsible 
employees would be the first to be put 
under bond, yet one of the largest 
losses in recent years was caused by a 
responsible employee on whom no bond 
whatever was carried. It is the old 
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fallacy that he who handles no money 
can cause no loss. On the other hand, 
we must admit that many corporation 
officers insist on bonding themselves as 
a good business measure. The credit 
man will understand that. 


The next part of the question, ‘Are 
bonds Position, Scheduled or Blanket ?” 
leads us into something which may re- 
veal many opinions, each based on 
sound reasoning and yet seemingly ir- 
reconcilible... To avoid public argu- 
ment, we allow ourselves only general 
comment. First of all, for the purpose 
of better understanding our approach, 
let us substitute the word, “individual” 
for “position” in the question, because 
“position” is generally applied to one 
kind of schedule bond or blanket bond. 

The individual bond, then, is one 
which covers one definite person for 
one definite amount. It may be in- 
creased or reduced by rider; it may be 
continuous or of definite expiration, 
continued only by certificate; it may 
be the “narrow” form or the “broad” 
form. It is not a standard form so it 
may take on as many shapes and sizes 
as there are Companies. In reviewing 
an individual bond, we may feel fairly 
well assured of its satisfaction if we 
look for: 

a. The insuring clause. A_ broad 
form of bond covering “larceny, 
embezzlement, forgery, misappli- 
Cation, misappropriation and any 
other dishonest or fraudulent 
act” costs no more than a narrow 
form limited to “larceny and em- 
bezzlement.” (In some cases ex- 
ceptions are made because of un- 
derwriting requirements or limi- 
tations. ) 


. The salvage clause. This is a 
provision in the bond which di- 
rects the distribution of salvage 
recovered after any loss. The 
broad salvage clause operates this 
way :—If an employer has a book- 
keeper bonded for $5000.00 and 
the bookkeeper embezzles $10,- 
000.00, the Surety Company at- 
tempts to recover whatever is 
possible by way of salvage. 
Where the employer’s loss is 
greater than the amount of the 
employer’s bond, as in this case, 
all of the salvage recovered by the 
Surety Company will be turned 
over to the employer until his loss 
is fully taken care of. Expenses 
in obtaining the salvage are de- 


“Borers from within” can ruin a 
sound trunk Dishonest 
employees, a sound business. 


ducted, of course. 

The narrow salvage clause, on 
the other hand, will have the in- 
surance company and the em- 
ployer participate in any recovery, 
or, as in some bond forms, there 
will be no salvage clause what- 
ever. 

. Warranties. This is a clause 
written right into the body of the 
bond requiring the employer meet 
certain requirements, or make cer- 
tain provisions before the em- 
ployer can recover anything under 
the bond. The most common 
warranty is one which makes it 
necessary for the employer to 
prosecute the accused embezzler. 

. Cut-off clause. This is the pro- 
vision found in practically all 
bonds which makes it necessary 
that a loss caused by the employee 
under the bond be discovered 
within a certain time limit after 
the termination of the coverage, 
either by dismissal of the em- 
ployee or proper cancellation of 
the bond. Inasmuch as annual 
audits are made in all well regu- 
lated business houses, one year is 
generally considered sufficient for 
the cut-off clause, although many 
forms extend the time to two or 
even three years. 

The schedule bond may be divided in 
two classes, the name schedule and the 
position schedule. The former, as its 
name implies, is a list of one or more 
names, amounts, dates, positions, loca- 


tions and so forth, all of which become 
a part of the master schedule. Addi- 
tions may be made to the schedule and 
deductions from it; increases in 
amounts or decreases. The same gen- 
eral conditions apply to the bond itself 
as to the individual bond. 


The position schedule works very 
much like the name schedule, except 
that coverage is extended to the position 
regardless of the name of the occupant, 
which names do not appear on the 
schedule list at all. The workings of 
the position schedule are a little more 
intricate than those of the name sched- 
ule usually, but in some cases, less in- 
tricate and much more satisfactory. 
Forms offered by different Companies 
differ widely. Some operate almost 
like a blanket bond, while others are so 
complicated as to defeat their own pur- 
pose. Caution and careful study are 
necessary in the handling of this form. 


The blanket classification consists of 
two forms, the Position form and the 
Commercial form. Although there are 
fundamental differences in these two, 
for our general purpose they may be 
considered quite similar in that each 
covers all officers and employees auto- 
matically on an annual adjustment 
basis. The Blanket form is unques- 
tionably the ideal type of Dishonesty 
Insurance cover. The credit man may 
feel assured that any accounts carrying 
the Blanket form are well cared for. 


The next part of the question in- 
quires about the amount of cover. A 
controversial subject that one. Com- 
mon sense and experience are the best 
guides. The credit man must have the 
former or he wouldn’t be a credit man. 
If he hasn’t the latter, time will bring 
it to him—or a few questions directed 
to his insurance connection may help. 

The question of “company?” is one 
not difficult to answer. Experience, 
personnel, reputation, financial stand- 
ing, all should be considered. Most 
carriers have available not only a certi- 
fied financial statement, but a complete 
list of securities carried in the port- 
folio. Reliable agents will give un- 
biased opinions and the U. S. Treasury 
Department publishes a semi-annual 
list of companies and amounts in which 
each is qualified. Bests’ Insurance re- 
ports are available, and the State In- 
surance Department may help you. 
Even an insurance man is likely to 
admit, under fire, that his own com- 
pany is a good one. 
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The natural business year's 


First birthday 


A progress report by CHARLES B. COUCHMAN, Partner of Barrow, Wade, Guthrie & Co., New York 


In October, 1935, there was 
formed the National Natural 
Business Year Council consisting 
of representatives of the National 
Association of Credit Men, the New 
York Credit Men’s Association, the 
National Association of Cost Ac- 
countants, the American Management 
Association, Dun & Bradstreet, The 
Robert Morris Associates and the 
American Institute of Accountants. 
Recognizing the great economic 
value of the adoption by industry of 
the natural business year principle, this 
Council started a campaign to bring to 
the attention of the industrial world 
the importance of this problem and the 
great advantages that will ensue when 
it is generally recognized and accepted. 
The Council authorized the -printing 
of a brief bulletin that would clearly 
and simply indicate these advantages. 
Over 60,000 copies of this bulletin 
have been distributed and a revised 
edition is now being printed. Organiza- 
tions of State and City Councils have 
been encouraged and now in nearly 
every leading city and in some 10 or 
twelve states local councils have been 
organized consisting of representatives 
of industry, of banks, of credit grant- 
ing institutions and of accountants. 
The next step in the campaign was 
to present this subject to the various 
governmental agencies. It is pleasant 
to report that almost without excep- 
tion, these agencies are beginning to 
recognize the value to the business of 
this country of the general adoption of 
the natural business year. The De- 
partment of Commerce of the United 
States is aiding in the study to deter- 
mine the logical natural business years 
for various lines of industry. Other 
Departments are interested and have 
expressed approval. 
It is hoped that soon there will be 





such a widespread recognition of the 
advantages that will result from the 
general adoption of the natural busi- 
ness year that the active co-operation 
of those now engaged in this move- 
ment will be supplemented by many 
other organizations and by those gov- 
ernment agencies interested in the im- 
provement of our commercial life. 

The Council has undertaken a com- 
prehensive research to determine, first, 
the classes of industry that already 
have recognized the value of the nat- 
ural business year and have adjusted 
their fiscal years accordingly and, sec- 
ond, to determine the approximate 
dates apparently best suited to all lines 
of industry that have not as yet gen- 
erally adopted this change. 

Almost the whole retail dry goods 
trade has adopted a fiscal year ending 
on January 31st. The meat packing 
industry uses the fiscal year ending on 
October 31st. Flour millers generally 
use periods ending at the close of either 
May or June. The advantages of a 
natural business year are accepted by 
the members of these industries as a 
matter of course. Many members of 
other industries are successfully using 
fiscal years other than the calendar 
year. 

The fact that many other corporate of- 
ficials are giving consideration to chang- 
ing to a fiscal year is evident in the 
correspondence received by the Natural 
Business Year Council. We have been 
advised that a number of corporations 
have changed from the calendar year 
to the fiscal year since the inaugura- 
tion of this campaign. There is a con- 
siderable stream of inquiries from other 
interested individuals asking the Coun- 
cil’s aid in determining the best date 
for them to adopt as their fiscal year. 

After careful research a list has been 
prepared by the Council indicating the 


probable natural business year for 
some 250 branches of industry. The 
Natural Business Year Council stands 
ready to co-operate with any organiza- 
tion or industry that desires its aid in 
solving any problem connected with 
the change from a calendar to a 
natural business year. 

I appreciate the natural hesitancy on 
the part of many business men to give 
serious thought to this question. In 
recent years the atmosphere has been 
so impregnated with visionary schemes 
and theories that it has tended to ob- 
scure clear vision. The plan we are 
now discussing, however, is not a mere 
theory. It is practical and involves no 
great difficulty to any organization 
that desires to take advantage of it. It 
is economically sound and its ad- 
vantages are great to the majority of 
commercial organizations. 

The results of operations of a busi- 
ness organization cannot be expressed 
with complete accuracy except by con- 
sideration of the whole history of that 
organization from its inception to its 
final dissolution or liquidation. ‘The 
need for current information during 
that long period necessitates breaking 
up this history into short periods and 
attempting to express through financial 
‘statements a summarization of the 
transactions and adjustments during 
each such period. By general custom 
and convention twelve calendar 
months have been adopted almost uni- 
versally as a basic period for the pres- 
entation of financial statements. 

Such statements when honestly and 
skillfully prepared should approach as 
near to accuracy as is allowed by the 
ability and the judgment of those re- 
sponsible for the financial presentation. 
In all such statements there are many 
elements that cannot be measured with 
absolute accuracy but instead must be 
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determined by estimate or judgment. 
This is due to the fact that at the be- 
ginning and at the end of any such 
twelve month period there will be 
transactions only partially completed, 
the final determination of the results 
of which will only be known at a later 
date. There will be allocations af- 
fecting the income statement such as 
for depreciation and amortization that 
again must be determined by estimate 
based upon experience and judgment 
of conditions. 

The fewer the incomplete transac- 
tions at any financial statement date 
and the smaller the amount of assets 
involved in the cycle of economic 
transformations, the less the reported 
financial results will depend upon esti- 
mate. If at a fiscal date there should 
be no undetermined factors the finan- 
cial statement at that date would be 
far more accurate than at any date 
when the results are largely affected 
by estimates. 

It is, therefore, evident that a cor- 
poration whose fiscal year begins and 
ends at a date when there are the few- 
est number of open transactions and 
unrealized operations can present a 
more accurate financial statement than 
it could for a fiscal year ending on 
some different date. 

The above argument is so axiomatic 
that it would appear self-evident that 
modern corporation officials, well- 
versed in efficiency, would each have 
decided upon that date in the year 
which would be most advantageous 
as the close of its fiscal year. Unfor- 
tunately, this is not true. 

The great majority of business cor- 
porations today, however efficient they 
may be in other respects, whatever 
amount of care they may have exercised 
in developing other factors of their 
business upon the most favorable basis, 
however much they may have expended 
in research and in planning and in the 
study of their problems, have com- 
pletely overlooked this one step which 
would enable them to prepare more ac- 
curate financial statements measuring 
the results of their year by year oper- 
ations. 

It seems remarkable that this condi- 
tion should exist, but it is probably due 
to the fact that sufficient thought has 
not been given by the business man to 
this phase of the subject. 

In some business organizations the 
progress of transactions is so uniform 
throughout the year that there is no 
specific, annually recurring date when 


operations are at a low ebb. For such 
a business one date is as good as 
another to establish as the closing date 
for a fiscal year. 

On the other hand in the great ma- 
jority of businesses there are seasonal 
rises and falls, there are commercial 
tides as it were, there are periods of 
business rainfalls and ensuing periods 
of drouth. If these periods recur more 
or less regularly with the annual 
change of seasons then the owners of 
each such business should give serious 
consideration to that date when year 
after year there is the lowest amount 
of inventory, the lowest amount of un- 
collectible accounts, the lowest amount 
of unpaid bills, the fewest uncompleted 
transactions. 


The calendar year is, in too 
many business offices, a “false 
god’ usurping the place of 
the natural business year. 


The adoption of such a date as the 
end of the fiscal year will enable them 
to prepare financial statements, each of 
which will represent a complete annual 
cycle of operations. Such statements 
will be more accurate. They will be 
more informative. ‘They will be of 
more value as a guide for future 
budgeting and planning and they can 
be prepared with less expense than at 
any other date. 

It may be well to give consideration 
as to exactly what is meant by the 
“natural business year.” In the first 
place let me say that it has nothing 
whatever to do with calendar reform. 
I have found that when the natural 
business year is mentioned many peo- 
ple say, “Oh you mean this new thir- 
teen month year business,” or “That 
is this new-fangled idea of having all 
of the months begin on the same day 


of the week.” 

There has been so much discussion 
recently regarding calendar changes 
and rearrangement of months that the 
first reaction from many people when 
they hear the term “The Natural 
Business Year” is to assume that it has 
something to do with these revisions 
of the calendar year. Let me empha- 
size that it does not. Whatever the 
merits or demerits of calendar reform 
may be, they have nothing whatever to 
do with the natural business year and 
we are not concerned with them in this 
discussion. 

There is nothing complicated about 
the natural business year. It is merely 
that period of twelve consecutive 
months which coincides with the an- 
nual cycle of operations of a particular 
enterprise. Generally, the natural year 
for any organization will end when 
the business activities of that organiza- 
tion are at their lowest point in the 
annual cycle and when inventories, re- 
ceivables and liabilities are reduced to 
their annual minimum. The natural 
year-end usually occurs just before the 
beginning of heavy inventory replenish- 
ment in preparation for a new season. 

In the great majority of businesses 
there are seasonal fluctuations recur- 
ring year after year. ‘There are in- 
creases and decreases in volume of op- 
erations. There is some time in the 
year when volume is at its lowest. 
Usually this lowest point, year after 
year, falls at approximately the same 
date. When that is true, that date 
should be considered as the natural 
year-end. Probably in not more than 
10 or 15% of industrial concerns does 
this date fall at December 31st. 
Nevertheless, the great majority of in- 
dustries use a fictitious fiscal year coin- 
ciding with the calendar year. 

There is nothing particularly sacred 
about calendar years. They are mere- 
ly periods between dates arbitrarily de- 
cided upon at the time of the adoption 
of the present calendar and their sole 
function is to aid in the uniform 
measurement of time. They have noth- 
ing to do with economic laws. They 
were never devised to coincide with 
any particular economic cycle. There 
is no prevailing reason why the calen- 
dar year should be the fiscal year of 
business organizations with the excep- 
tion of those industries whose normal 
or natural economic year coincides 
with the calendar year, or those which 
have no pronounced, annual volume 
cycle. 
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This fact has been recognized by the 
public accounting profession for many 
years and there is probably no group 
of people in a better position to appre- 
ciate its significance. However, the 
question has not been given serious con- 
sideration by industrialists in general 
nor by governmental agencies. 


Public accountants are thoroughly 
familiar with the picture presented in 
the early part of each calendar year by 
commercial organizations who still re- 
tain the calendar year as their fiscal 
year. In many cases this date comes 
in the midst of the most active opera- 
tions of such a business. Everyone in 
the organization from the president 
and the chairman of the board down 
to the office boys are rushing at high 
tempo. Clerks are working over-time 
trying to keep up with the procedures 
and records. Into this melee the pub- 
lic accountants are forced to enter so 
that the financial statements can be 
presented to stockholders or to govern- 
ment officials as quickly as possible. 
They are driven at high speed and re- 
gardless of the extent to which their 
presence and. their use of the records 
interferes with the staffs of the organi- 
zation, the work must proceed and 
their reports be completed. 


Under pressure of the problems con- 
stantly presented to them at such a 
time, the executives of the enterprise 
do not have time to give to these re- 
ports the careful thought and study 
they deserve. ‘The public accountants 
endeavoring to serve a great percentage 
of their clients all at the same time do 
not have the opportunity to give that 
calm and thoughtful study to the prob- 
lems of each enterprise which might 
enable them to give to its executives 
counsel and advice of great value, 
aside from the mere preparation and 
certification of financial reports. 


Based on the results disclosed, the 
executives must prepare budgets and 
plans for the ensuing calendar year at 
a date when they can least spare the 
proper amount of time to give to such 
budgets and plans the intensive study 
they should receive. 


Some months later in the majority 
of these organizations there comes a 
time when work has slackened, when 
the year’s cycle of business operation 
has reached its lowest point. Such a 
time probably should have been 
adopted by these organizations as the 
end of their fiscal year. Everything 
connected with the closing of the ac- 





50 suggested fiscal closing dates: 


The following dates, indicated as those at 
which it appears desirable for various types of 
business to close their accounts for the fiscal 
year, are based on a survey of present practice 
including correspondence with representative 
companies and trade associations, returns from 
questionnaires to certified public accountants, 
a study of the natural business year by the 
University of Illinois, a study of seasonal 
fluctuations in business by the Bureau of 
Economic Research and statistics furnished by 
credit reporting agencies. 

me of the dates listed are open to debate, 
but all are based on reasonably convincing 
evidence. In many cases it is now impossible 
to do more than indicate a season at which 
the fiscal your should end. Often a date a 
month earlier or later than the one indicated 
would be equally suitable. 

It should be borne in mind that peculiar 
conditions in individual companies might 
make desirable a departure from the seul 
recommended date in that line of business. 


Closing Date, 
Trade or Industry Last day of: 
Automotive accessories- 
mfr. October-November 
Automotive accessories- 
wholesale January 
Barber shop and beauty 
parlor supplies-mfr. September 


Batteries, electrical-mfr. June 
Beverages, non-alcoholic- 


mfr. September 
Building contractors February 
Candy-mfr. ~— 
Candy-wholesale July 
Canning March to May 
Clothing, work-mfr. July 
Contractors, general February 
Copper products-mfr. June 
Cordage-mfr. September 


Corsets and brassieres-mfr. December 
Cotton goods, finished- 

mfr. September 
Dairy & produce com- 


panies February or March 
Drugs-wholesale June 
Dry goods-wholesale November 
Engines, gasoline-mfr. September 
Flour-millin May to June 
Furniture-mfr. November 
Garments, silk-mfg. November 
Glass-mfg. June 
Gloves-mfg. November 
Groceries-wholesale June 
Hardware-mfg. June 
Hosiery-mfg. November 
Jewelers-mfg. &  silver- 

smiths November or March 
Jewelry & silverware, 

wholesale February-March 
Leather-mfg. October 
Linens-mfg. October 
Lumber products-mfg. October 
Meat, packing October 
Newspapers August 
Oil, production June 
Oil well supplies December 


Paints and varnishes-mfg. November 


Paper-wholesale June 
Radio-mfg. March-April 
Radio-wholesale January 
Rubber goods-mfg. October 
Shoes, mfg. October 
Silk & rayon-mfg. May 


Steel & iron products- 
mfg June 


Stoves & furnaces-mfg. June 
Textile, cotton-mfg. September 
Tobacco-mfg. February 
Tobacco, plantations November 
Tobacco, warehouses May 
Underwear, knit-mfg. October 
Woolens, mfg. Oct.-Nov. 











counts, the preparation of financial 
statements, the auditing of these state- 
ments, the study of the problems in- 
volved, the planning and budgeting for 
the future could be accomplished at 
such a date more economically, more 
thoroughly and far more efficiently. 

It is not necessary for me to empha- 
size, as you are already versed in the 
science of credit, the advantages from 
your standpoint of a balance sheet pre- 
pared at a time when inventories, re- 
ceivables and payables are at their low- 
est. Such a balance sheet gives you a 
clearer picture of the fundamental 
structure of the organization seeking 
credit. In such-a balance sheet any 
weakness in such structure is more 
readily apparent than it would be in a 
balance sheet where the framework is 
padded with numerous items still in 
process of conversion through the cycle 
of operations. This normal cycle usu- 
ally consists first in the building up of 
inventories, the conversion of these into 
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receivables, the realization of the re- 
ceivables in cash, and the payment of 
current liabilities. It is only when this 
cycle has most nearly been completed 
that you can get the clearest picture of 
the basic financial structure of the or- 
ganization. 

That date at which the payables 
that have been created to build up in- 
ventories have been reduced as far as 
possible by the final cash conversion of 
such inventories gives you a clearer 
picture of the minimum credit needs 
of the organization. A balance sheet 
prepared at any time must by analysis 
be stripped somewhat of the temporary 
inflations of inventories, receivables 
and payables. This stripping down to 
basic facts is more readily accomplished 
when all of these items are at their 
lowest. That is why the National As- 
sociation of Credit Men has been so 
enthusiastically co-operating in this 
movement to secure the adoption by all 
types of business (Continued on >. 37) 
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Know your insurance hazards! 


Self-analysis, or a study of one’s 
own insurance requirements, is es- 
sential before concluding arrange- 
ments with insurance sellers, is one 
of the thoughts advanced by P. D. Bet- 
terley, Assistant Treasurer of the 
Graton & Knight Company, Worces- 
ter, Mass., in his newly-published book 
“Buying Insurance—A Problem of 
Business Management.” Mr. Betterley 
has contributed to “Credit and Finan- 
cial Management” on insurance sub- 
jects. His book is published by the 
McGraw-Hill Book Company of New 
York. 

One of the many excellent chapters 
in Mr. Betterley’s book deals with the 
important topic of survey of hazards 
before insurance is obtained, and the 
following condensation by “The East- 
ern Underwriter” brings out some ex- 
tremely important points. 

The first step in self-analysis should 
be the preparation of a list of hazards 
including every type to which the risk 
is subject, regardless of possible fre- 
quency or seriousness. While such a 
survey should be comprehensive, it is 
not necessarily complicated if followed 
through step by step and if based on a 
common-sense point of view. 

Advice from outside sources will be 
helpful, particularly in the initial sur- 
vey, or in consideration of new de- 
velopments, but the buyer should co- 
operate in the work, for he is closest to 
the problem and knows the physical 
conditions, operations and contractual 
obligations. The insurance manager 
may successfully utilize plans and ques- 
tionnaires, as well as the good judg- 
ment of others identified with the vari- 
ous activities of the business, but he is 
going to be better fortified in negoti- 
ating insurance contracts if he has first 
hand information concerning the risk 
involved. 

No list of insurable hazards sub- 
mitted by underwriters and producers 
should be accepted by the prospective 
buyer as a complete guide in placing 
insurance, for conditions and require- 
ments will vary greatly because of 
locality, nature of activities and in- 
surers’ regulations. Furthermore, some 
risks not previously nor generally con- 
sidered insurable may be accepted by 
aggressive underwriters. For example, 


obsolescence has not been considered a 
practical underwriting subject, yet it 
is a fairly common hazard with some 
uncertainty as to time and amount and, 
therefore, has elements of insurability. 
Coverage may be developed in the 
future. 

Each insurable unit should be care- 
fully surveyed to determine which of 
the potential loss causes may be present. 
The check-up should also include the 
following factors which affect the fre- 
quency and severity of losses: 


1. Location of properties in rela- 
tion to surrounding hazards. 

2. Hazards of occupancy or opera- 
tion according to. processes and 
materials used. 

. Prospect of controlling inherent 
hazards from within and expos- 
ure hazards from without. 

. Type of construction and prob- 
able effect on losses by fire acci- 
dents or other cause. 

. Effectiveness of protective de- 
vices, or the opportunity to use 
them. Examples include fire 
department, water supply, 
sprinkler system, fire doors, 
alarm systems and accident-pre- 
vention equipment. 

. Sufficiency of facilities for con- 
tinuation of occupancy or oper- 
ations following damage to prop- 
erty or interruption of service. 

. Environment—possible effect on 
criminal hazards and public lia- 
bility claim. 

. Method of transporting goods. 

. Vehicular operations and terri- 
tory covered. 


. Incidental activities not usual to 
the business. 


. Contractual liability. 


. An estimate of the contingent 
liability to others and possible 
recovery from others who may 
be responsible. 


13. Spread of risk and possible ex- 
tent of loss. 


Because of frequent changes in busi- 
ness operations and insurance under- 
writing procedure it is advisable to 
make frequent supplemental surveys. 

An officer of a large manufacturing 
concern was urged to have a thorough 


analysis made of hazards as well as 
coverage,. and with some apparent 
questioning in his mind as to the neces- 
sity of a survey, stated that the direc- 
tors of the corporation reviewed all 
their coverage at the beginning of each 
calendar year. He was asked if they 
reviewed the uninsured risks. The an- 
swer was “no” with the ready admis- 
sion that it might be equally essential 
to check up on hazards which had not 
been previously insured. A risk which 
might safely have been assumed by the 
firm in the past may now be a serious 
contingency. If existing policies and 
insurance regulations do not provide a 
means of protection, a new form 
should be worked out in co-operation 
with the underwriters. 

Superintendents and maintenance 
employes may render valuable assistance 
to owners or insurance managers by 
notifying them of contemplated alter- 
ations in buildings, machinery and pro- 
cesses. Continuous supervision and con- 
trol is the insurance manager’s best 
asset. 

It would be impossible in the ab- 
sence of a complete and individual sur- 
vey to know to which hazards anyone 
is susceptible, but some _ illustrations 
may be helpful. 

Nearly every firm and individual 
may suffer a fire loss, although some 
may have small exposure because of 
locality, construction of buildings and 
nature of occupancy and _ processes. 
The nature of material used or the 
kind of manufactured merchandise will 
determine very largely the incidental 
losses from fire, which include smoke, 
water and storm damage. Concerns 
dealing in chemicals, powder and other 
volatile substances are constantly sub- 
jected to inherent explosion hazards. 
The rubber manufacturing industry is 
subject to explosion hazards through 
the incidental use of solvents, and flour 
mills face a hazard of explosion from 
dust accumulations. 

Consequential loss hazards are preva- 
lent among firms which require heat- 
ing or cooling systems to preserve 
products used or stored. Causes of 
such losses would include fire, break- 
age, explosion and strikes. The effects 
may be far-reaching, and such losses 
are not covered under the fire or other 
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ordinary policies of insurance. 

Most of the natural element risks 
are found in certain sections as in the 
case of earthquakes, yet in susceptible 
areas the damage is less when the 
building construction is of a resisting 
type and the foundation ground is 
solid. A study of areas subject to 
severe tornadoes or cyclones will fur- 
nish the prospective insured with guid- 
ing information as to his needs. 

The risks of breakage, collapse and 
explosion of machinery and equipment 
are more common in the manufactur- 
ing industries, yet many small stores 
and shops are subject to the same risks. 
Nearly every business and building 
owner faces the hazard of exploding 
gas, boilers and pressure tanks. 

Anyone having a material amount of 
cash or securities is exposed to bur- 
glary, holdup and theft hazards. All 
employers are in danger of losses by 
embezzlements and defalcations of em- 
ployes. The forgery risk is common to 
those who use checks. 

Defaults under contracts, guarantees 
and performance agreements may be 
experienced by those who entrust con- 
struction jobs, service of supplies and 
performance of any valuable work to 
others; agents charged with responsi- 
bilities for properties and accountable 
for the management of varied interests 
for their principles may be negligent 
in the discharge of their duties. 

All those who ship merchandise or 
other property are subject to the ordin- 
ary hazards of transportation, includ- 
ing lightning, windstorm, floods, colli- 
sion and theft. Shippers using the 
smaller carriers, particularly public 
truckmen, face a greater risk of loss 
because of the carrier’s limited re- 
sources. Shipment by water involves 
additional hazards peculiar to this type 
of transportation, such as_ sinking, 
stranding with resultant damage in 
salvaging the cargo, damage by sea 
water and possible spoilage due to 
delays. 

Liability risks are found in varying 
degrees in connection with every hu- 
man activity. The contractor faces a 
serious liability risk by the nature of 
his operations and the difficulty in pro- 
tecting them. All employers, either as 
principals or through their agents, face 
the possibility of claims. A value on 
injuries has been established by work- 
men’s compensation laws in many jur- 
isdictions, and in that case responsi- 
bility is not based on negligence. Every 





owner of property, operator of a busi- 
ness automobile and other equipment 
user is accountable to the public for 
negligent operations. Manufacturers 
of food products, producers of medi- 
cines and toilet articles, are particu- 
larly susceptible to claims based on the 
allegation that the products were not 
suitable for consumption or use. 
Manufacturers and distributors of ma- 
chines and equipment may also be 
charged with responsibility for injuries 
or damage resulting from defective 
condition of the articles sold. 





It takes an “eagle eye" to 
spot all the insurance hazards 


Doctors and other practitioners may 
be charged with negligence which has 
resulted in loss of life or suffering. 
Many types of professional service in- 
volve major responsibility for losses 
sustained through errors. 

Contractual liability may be _ in- 
curred under the terms of a purchase 
or service contract and frequently in- 
volves claims from the public even 
though the work may have been per- 
formed by a third party. An example 
is found in railroad sidetrack opera- 
tions on the premises of the insured, 
the common carrier usually passing the 
responsibility for injuries or property 
damage along to the owner or operator 
ot the premises. A survey should in- 
clude a study of power service agree- 
ments and property leases. 

Common carriers are responsible for 
safe delivery of merchandise and com- 
modities, and are subject to claims of 
passengers while being transported, 
claims of the public for personal injury 
and for property damage resulting 
from their operations and claims of 
their own employes. The first-named 









risk can be safely assumed by large 
transportation companies, and most of 
them can meet claims of their own 
employes and of the public without 
insurance. 

Business interruption losses from 
any Cause constitute a severe drain 
upon the resources of producers of raw 
materials, manufacturers, merchants 
and distributors, provided they do not 
have a sufficient number of producing 
or operating units to take care of addi- 
tional business while one destroyed 
unit is being rebuilt or other quarters 
and equipment found. The risk of the 
merchant or the distributor is less, be- 
cause he usually has quick sources of 
supply. The sooner production and 
sale can be restored the sooner losses 
will be stopped. 

Future earning capacity of principals 
and employes may not at first appear 
amenable to protection by insurance, 
but in recent years insurance for this 
purpose has been developed. Every 
employer suffers production loss and 
curtailment of earning capacity when 
efficient employes are disabled by acci- 
dent or sickness, or when they prema- 
turely die. The hazard is particularly 
serious for, firms operating under a 
partnership plan. 

Many of the hazards are continuing, 
while others occur only when condi- 
tions are right. Some casualties occur 
frequently with minor effect, or occa- 
sional happenings may be catastrophes, 
but all may be modified by intelligent 
prevention effort. 

Carefully kept records of past experi- 
ence are an excellent guide for the 
future, and such records should include 
events which did not result in serious 
damage, but might have been serious 
except for good fortune or efficient 
control. It is well to know the experi- 
ence of others, particularly those en- 
gaged in the same business and exposed 
to similar hazards, due allowance being 
made for the effectiveness of their pre- 
vention efforts. It is excellent practice 
to confer with such parties and to fol- 
low the reports of losses which are 
frequently published by insurance car- 
riers or reported by publishers of in- 
surance news. ‘The explanation of 
causes and recommendations as to the 
means of prevention which often ac- 
company these reports contain valuable 
lessons for all those who take the pains 
to study them. Following court deci- 
sions also is a prolific means of learn- 
ing what may happen. 
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Reciprocal trade agreements 


and agriculture 


by Hon. CLIFTON A. WOODRUM, Member of Congress from Virginia 


Much criticism has been lodged 
against the trade agreements pro- 

MM gram by organizations and indi- 

viduals claiming to represent agri- 
culture. The present Administration 
has, of course, undertaken a number of 
measures for the assistance of the great 
number of agriculture workers of this 
country. One of the principal ways 
in which this Administration has been 
endeavoring to help agriculture is 
through the expansion of foreign 
markets. Despite the tremendous diffi- 
culties inherent in any attempt to re- 
duce trade barriers in the present 
world situation, and in spite also of 
the strenuous efforts of those with self- 
ish axes to grind to distort the record, 
real progress has been made, although 
it has been necessary to move cautiously 
and with great care. 

Had the Administration been will- 
ing to sell agriculture or other interests 
“down the river,” as has been claimed, 
much greater progress might have been 
made. In this connection I wish to 
reiterate what the President wisely 
said in his message to Congress in 
March, 1934, when he recommended 
passage of the Trade Agreements Act. 

He then said, in part: “I would 
emphasize that quick results are not to 
be expected. The successful building 
up of trade without injury to Ameri- 
can producers depends upon a cautious 
and gradual evolution of plans.” That 
is the line which has since been fol- 
lowed. The President well realized 
that reversing the world trend and 
moving toward a more liberal trade 
policy could not be done overnight. 

Now, let me remind you more spe- 
cifically of what has been done. There 
have been concluded agreements with 
fourteen countries, ten of which are 
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now in effect. In every one of these 
agreements special efforts have been 
made to reopen outlets for farm prod- 
ucts; we realize full well that pros- 
perity for agriculture means also 
greater prosperity for manufacturing 
and other industries, with greater em- 
ployment for the people who live in 
our cities. 


Trade pacts aid 
U. S. fruit growers 


Barriers to the export of American 
grapefruit, oranges, and other citrous 
fruits have been greatly reduced by the 
negotiation of reciprocal trade agree- 
ments, according to a statement by 
George Bauer, Chairman of the 
National Committee for Reciprocal 
Trade, which has completed a survey of 
the benefits derived by the industry from 
the trade program. The value of the 
trade agreements, Mr. Bauer stated, is 
reflected in the fact that eight countries 
— Belgium, Sweden, Canada, The 
Netherlands, Colombia, Guatemala, 
France, and Finland—have given direct 
concessions on fresh grapefruit, the 
majority of which amounted to as much 
as 50 percent. (Also see item on p. 36) 





To the fourteen countries signing 
agreements thus far, our exports of 
agricultural products alone fell from 
more than 307 million dollars in 1929 
to approximately 104 million in 1933. 
Concessions have been obtained on 
agricultural items, accounting in the 
aggregate for some two-thirds of this 
trade (61% in 1929; 70% in 1933). 
Including both major and minor items, 
over 130 agricultural products, accord- 
ing to customs classifications, have 
been covered. 


Though it is too early to make any 
final appraisal of the effects of the 
program in dollars and cents, the re- 
sults thus far are highly encouraging. 
For example, shipments of agricultural 
products to Cuba increased 174% dur- 
ing the first year of the agreement. 
Although the Canadian agreement has 
been in effect only since January, there 
have already been distinct increases in 
exports of both agricultural and indus- 
trial items across our northern border. 
During the first quarter of 1936, as 
compared with a corresponding period 
for 1935, exports of the following 
items show substantial increases: pork 
products, grapefruit, oranges, apples, 
dried and canned fruits, rice, fresh 
vegetables, eggs, and nuts. Several of 
these items are important to the econ- 
omy of Virginia. 

To other countries with which 
agreements have been signed, there 
have likewise been increases in trade 
in which agriculture has shared. In 
those months of 1935 during which 
the respective agreements were in 
effect, our total exports to each coun- 
try were greater than in the corres- 
ponding period of the preceding year— 
by 31% in the case of Belgium, 18% 
for Haiti, and 20% for Sweden. 

In order to obtain these advantages 
for our export trade, both agricultural 
and industrial, it is true that we have 
had to reduce duties on some products 
below the prohibitive levels of the 
Hawley-Smoot Act. Because a few 
agricultural items have been included 
in these reductions, those who would 
seize at any straw to turn sentiment 
in the farming regions against the 
program are trying to make the farm- 
ers of this country believe that an 
Administration which has honestly 
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sought to help, and has achieved re- 
sults as indicated by farmers’ income 
and farm prices, is an enemy and not 
their friend. 

These election year friends of farm- 
ers are flooding the country with false 
propaganda pointing to the increase in 
agricultural imports during the past 
two years and seeking to create the 
impression that these imports have 
been deliberately brought about by the 
policies of the Administration and that 
agricultural imports of whatever na- 
ture are a menace to agriculture. 

Now, such propaganda may fool a 
few farmers, but the great majority of 
them will not be so easily misled. They 
know that the great drought of 1934 
made inroads into our supplies of 
feedstuffs and into our livestock herds, 
which made temporary increases of 
imports, particularly of feeds, abso- 
lutely imperative. They know, more- 
over, that the effects of the drought 
have persisted beyond the first year, 
particularly as regards livestock sup- 
plies. They know that in normal 
times nearly two-thirds of our agricul- 
tural imports are non-competitive and 
the bulk of the remainder is brought 
in, over tariffs, to supplement domestic 
production, as for example, in the case 
of such items as sugar and flaxseed. 

They know that imports even of the 
competitive types of farm products, 
following the drought, were sufficient 
to replace only a small fraction of the 
drought losses; that they were not 
greater than in the _predepression 
period; and that most of them are now 
receding to normal levels. 

For example, a recent bulletin by 
the American Farm Bureau Federa- 
tion stated: 


“Butter imports declined 98% from 
April to October, 1935. 

Canned beef imports declined 40% 
from April to October, 1935. 

Hay imports virtually disappeared 
last fall when October imports 
amounted to only 3% of the April 
total. 

Corn imports in December, 1935, were 
only one-fourth what they were in 
August. 

Oats imports virtually ceased. 

Barley imports virtually ceased. 

Wheat imports for human consump- 
tion totalled 1314 million bushels 
in the last six months of 1935 and 
all of this wheat paid a tariff of 
42c per bushel.” 


What farmers may not know but 
should know is that the trade agree- 
ments program could not possibly have 


had any appreciable effect upon im- 
ports in 1934 and 1935, for the simple 
reason that most of the agreements did 
not come into effect until this year 
and for the further reason that very 
few reductions were made in agricul- 
tural duties. The only important ex- 
ception was sugar, and sugar imports 
were limited by quota. 

The unvarnished truth is that the 
increased imports were almost entirely 
of products subject to the old Hawley- 
Smoot rates, and that they came in for 
the perfectly obvious reason that they 
were needed to supplement the domes- 
tic shortages which would not have 
occurred if we had not been afflicted 
with the worst drought in our entire 
history. To attribute the increases in 
imports to the trade agreements pro- 
gram is entirely misleading and is to 
ignore the plain facts of the case. 

The farmers of our country have 
long had almost complete possession of 





the domestic market for those agricul- 
tural products which could be grown 
in sufficient quantities and without too 
great a cost, and they are going to 
continue to have it. However, we 
must not lose sight of the fact that if 
we undertook to produce every dollar’s 
worth of imported agricultural prod- 
ucts which can be grown in this coun- 
try at increased cost, or to produce 
substitutes for them, we would still 
have a vast acreage—possibly 45 mil- 
lion or 50 million acres—producing 
for export. 

Either we must find outlets for these 
exports or produce less. It will be a 
small price to pay if, in return for 
tariff concessions on our part which 
include some few carefully considered 
reductions of hitherto prohibitive du- 
ties on farm products—safeguarded 
where necessary by quantitative limita- 
tions—we can restore a_ substantial 
part of the trade lost in recent years. 


If world trade is to be regained our attack cannot be handled by a 
“cardboard knight’, it will take a genuine, “man-to-man” approach. 


nvaspuay 
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Extension agreements 


hit by new tax law 


One of the most astonishing and, 

to the credit executive, most im- 
M portant features of the Revenue 

Act of 1936 is the complete failure 
of that law to provide for corporations 
operating under a creditors’ extension 
agreement. Exemption from the sur- 
tax imposed on undistributed corporate 
surplus is granted to corporations in 
receivership or bankruptcy. No con- 
sideration in the way of reduced taxes, 
however, is given to the corporation 
which is endeavoring to work its way 
out of financial difficulties through an 
agreement with its creditors. 

Let us briefly examine the law and 
consider its probable effect in this re- 
gard. 

Section 14 (d) of the Act grants an 
exemption from the surtax to “Domes- 
tic corporations which for any portion 
of the taxable year are in bankruptcy 
under the laws of the United States, 
or are insolvent and in receivership in 
any court of the United States, or of 
any State, Territory, and the District 
of Columbia.” The intent of Congress 
with regard to corporations which have 
passed into formal bankruptcy or re- 
ceivership jurisdiction is thus made 
quite plain. 

The only portion of the Act, how- 
ever, which has any conceivable bear- 
ing on efforts made jointly by a cor- 
poration and its creditors to avoid 
insolvency proceedings, continue the 
corporation in business and discharge 
as much as possible of the firm’s in- 
debtedness is Section 26 (c) (1) of 
the Act which reads: 

“(c) Contracts Restricting Payment 
of Dividends.— 

(1) Prohibition on payment of divi- 
dends.—An amount equal to the excess 
of the adjusted net income over the 
aggregate of the amounts which can be 
distributed within the taxable year as 
dividends without violating a provision 

of a written contract executed by the 
corporation prior to May 1, 1936, 
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which provision expressly deals with 
the payment of dividends. If a cor- 
poration would be entitled to a credit 
under this paragraph because of a con- 
tract provision and also to one or more 
credits because of other contract pro- 





“Thank you” 


The author of this article wishes to 
thank the many members of the Asso- 
ciation who have written to him with 
regard to the subject matter of the 
article. Their replies have been made a 
part of the information which has been 
given to the Treasury Department in 
the attempt which the Association is 
making to have the law changed at the 
next session of Congress. 








visions, only the largest of such credits 
shall be allowed, and for such purpose 
if two or more credits are equal in 
amount only one shall be taken into 
account.” 

The above language grants a credit 
for amounts of surplus which are pro- 
hibited from dividend distribution by 
contracts executed prior to May 1, 
1936. Presumably, creditors’ extension 
agreements executed before that date 
which contain a contractual provision 
to withhold dividends will entitle the 
corporation to benefit from that credit. 
It seems quite apparent, however, that 
unless the agreement executed prior to 
May, 1936 contains such a prohibition, 
the surplus accumulated by the cor- 
poration for the obvious purpose of dis- 
charging its obligations to creditors 
will be subjected to the same rate of 
surtax as that applying to a corporation 
in the best of financial health. The 
same is true with regard to all agree- 


ments executed after May, 1936 
whether or not they prohibit the dis- 
tribution of dividends. 

The practical application of the tax 
law to one corporation operating under 
an agreement with creditors — which 
has come to the writer’s attention— 
illustrates this situation clearly. The 
agreement in this case does not ex- 
plicitly prohibit the distribution of 
dividends but does provide for an im- 
pounding of a majority of the stock 
which is to be voted by the creditors’ 
committee. Obviously, the practical 
effect of that provision, so far as divi- 
dend distribution is concerned, would 
be the same as a specific prohibition 
of dividends but it does not entitle the 
corporation to a tax credit under the 
law as it now stands. 

Application of the law to this cor- 
poration on the basis of last year’s 
eperations and to another theoretical 
corporation with identical operating 
results but operating under receiver- 
ship, reveals that the corporation oper- 
ating under the creditors’ agreement 
would have to pay seventy per cent 
more tax than if it were in receiver- 
ship. 

If it is the intent of Congress to 
encourage embarrassed corporations to 
resort to receivership rather than to a 
co-operative attempt with creditors to 
relieve its financial difficulties, the pres- 
ent law would appear to ‘be an ideal 
instrument to accomplish that purpose. 
Inasmuch as the rehabilitation of cor- 
porations which have a_ reasonable 
chance to survive and discharge their 
obligations is now a fairly well estab- 
lished national policy, it must be in- 
ferred that the weakness of the tax law 
in this regard was not foreseen by Con- 
gress. 

Obviously any law which would add 
unnecessarily to the tax burden of cor- 
porations in process of adjustment 
might not only induce firms to resort 
to receivership but might also discour- 
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age creditors from undertaking an ex- 
tension agreement and thus force the 
corporation into bankruptcy with the 
consequent increased losses to all con- 
cerned, including loss of employment 
by the personnel of the corporation. 
It is difficult to believe that Congress 
had such a result in mind when it 
passed the tax bill. 

Envisaging the development of this 
situation unless the tax bill were 
changed, a representative of the Na- 
tional Association of Credit Men made 
the following statement at a hearing 
on the bill before the Senate Finance 
Committee: 

“Tn any event, if this bill is reported 
favorably by your Committee, we ask 
your consideration of an amendment 
to Section 105 with the provision that 
any corporation operating under a con- 
tract of extension or amortization of 
indebtedness with banks or commercial 
firms may, upon the approval of the 
Commissioner of Internal Revenue 
continue to pay a tax equal to fifteen 
per cent of the net income during the 
term of such extension agreement.” 

In the haste to pass the bill, how- 
ever, the suggested change was not 
made. 

During recent weeks the writer has 
discussed this matter with officials of 
the Bureau of Internal Revenue and 
has furnished to those officials a con- 
siderable amount of written informa- 
tion on the subject, including the views 
of many members of the association 
who have written on the subject to 
the Association’s Washington office. 

From the discussions it is clear that 
the problem can be solved only by 
amending the law. It is equally clear 
that any suggested amendment will 
have to contain provisions which will 
satisfy the government’s requirements 
that the exemption privilege that might 
be granted to corporations operating 
under an agreement with creditors will 
not be abused. It will be necessary to 
ascertain whether such agreements can 
be standardized to an extent which 
would make possible the inclusion in 
an amendment of certain requirements 
to which all agreements would have to 
conform to entitle the corporation to a 
credit against the surtax. Such pro- 
tective features would be necessary to 
protect not only the interests of the 
government but those of creditors and 

competitors of the embarrassed corpo- 
ration. 


It becomes necessary, therefore, to 





develop a formula which can be used 
as the basis of an amendment which 
will satisfy the requirements of the 
Treasury Department and those of 
Congress. Steps have already been 
taken to collect as much information 
as possible regarding the character of 
extension agreements operating through 
the Association’s Adjustment Bureaus. 
That information will be carefully 
analyzed to determine whether certain 
standard provisions which will be ac- 
ceptable to the government can be in- 
cluded in a suggested amendment. 

It can hardly be questioned that a 
change in the law in this connection is 
urgently needed. It seems obvious that 
at least as much tolerance, and prob- 
ably more, with regard to taxes should 
be manifested by the government to- 
ward firms making an honest effort 
with their creditors to work out of 
difficulties as that which is shown to- 
ward firms in receivership or bank- 


ruptcy. There can be little reasonable 
objection to such an exemption on the 
part of competitors or creditors of 
those corporations, provided the exemp- 
tion privilege is strictly guarded against 
abuse. Such a privilege granted today 
to one company may well be needed 
later by a competitor of that company. 
From the creditor standpoint the 
exemption would, of course, be desir- 
able as it would be available to all 
debtors which might have to resort to 
adjustment proceedings. 

The necessary official channels of 
contact for discussion of the problem 
have been opened. It is now necessary 
to have the largest possible amount of 
expert opinion on the subject as a basis 
for a constructive solution of the prob- 
lem. Every reader of this article is 
urged to give this question careful con- 
sideration and to submit his views and 
suggestions to the writer at 939 Mun- 
sey Building, Washington, D. C. 


1936 Revenue Act leaves 
much to be desired 


The Revenue Act of 1936 is by 

no means all bad but it leaves 

lu much to be desired, Dr. Joseph J. 
Klein, of Klein, Hinds & Finke, 
told the recent meeting of the New 
Jersey Society of Certified Public Ac- 
countants at Asbury Park, N. J. Dr. 
Klein is a former president of the New 
York State Society of Certified Public 
Accountants, a member of the New 
York bar, and associate professor of 
taxation at City College of New York. 
“The Revenue Act of 1936 contains 
two provisions dealing with liquida- 
tions of corporations,” said Dr. Klein. 
“One, distributions to individual stock- 
holders in complete liquidation, and the 
other, distribution to corporate parents 
in complete liquidation of subsidiaries. 
“The new liquidation procedure 
should result in wholesale dissolutions 
of many private companies, especially 
foreign corporations created some years 
ago in the endeavor lawfully to avoid 
the increasing burden of taxation. The 
public revenue should be _ benefited 
materially by such dissolutions; imme- 
diately by subjecting the protected ac- 
cumulated gain to tax, and later by 


the subjecting to tax of the prospective 
profits resulting from future transac- 
tions on the domestic scene rather than 
in foreign countries.” 

Discussing distributions to corporate 
parents, Dr. Klein declared many 
difficulties will be encountered in the 
endeavor to interpret and apply the 
extremely complicated provisions of 
Sec. 112 (b) (6), especially in rela- 
tion to other sections of the act. He 
said in part: 

“Two liquidation procedures are 
available: a simpler one where liquida- 
tion must be completed during a single 
taxable year; a more complicated one 
where the liquidation process may ex- 
tend over a period of three years in 
addition to the taxable year in which 
the liquidation was initiated. 

“The receiving corporation must 
control the liquidating subsidiary, 
almost in the way ‘control’ is defined 
for the purposes of tax-free reorganiza- 
tions. 

“It may be wise for the receiving 
corporation to avoid any change of 
stock ownership between the time the 
‘plan of liquidation’ (Cont. on page 41) 





CREDIT and FINANCIAL MANAGEMENT ..... . 21 


3 conie in 5) 6 Qe eee 
























































1935 retail credit 


survey is ready 


The Annual Retail Credit Survey, 

conducted by the U. S. Depart- 

ly ment of Commerce in cooperation 

with the National Retail Credit 
Association, has just been released. 

Significant facts developed by the cur- 
rent survey, which is a continuation of 
the survey series begun in 1930 with 
semi-annual studies and continued in 
1934 on an annual basis, reveal that 
payments on both open-credit accounts 
receivable and installment-credit ac- 
counts receivable were made more 
promptly during 1935 than in 1934. 
Open-credit accounts were reported as 
outstanding, on the average, 69 days 
in 1935, 4 days less than was reported 
for 1934. Installment accounts were 
reported outstanding approximately 
614 months in 1935, as compared with 
7 months in 1934. 

Percentage of accounts receivable 
overdue 3 months or more were much 
lower in 1935 than in the previous 
year. Percentage of open accounts de- 
creased to 18.1 percent in 1935 from 
20.4 percent in 1934; installment ac- 
counts decreased to 8.3 percent from 
10.3 percent during the same period. 

Bad-debt losses decreased markedly 
in 1935, being approximately one-half 
the 1934 ratio on both open-credit and 
installment sales. 

Accelerated payments on accounts 
receivable, coupled with marked de- 
creases in bad-debt losses, resulted in a 
reduced cost of doing a credit busi- 
ness. 

Credit granting had a stimulating 
effect on sales volume. In 1935, in- 
stallment sales for all reporting stores 
increased approximately 19 percent 
over installment sales in 1934; open- 
credit sales increased slightly over 9 
percent; and cash sales registered an 
increase of only 3 percent. The total 
dollar volume of retail sales increased 
7.8 percent in 1935 over 1934 for the 
reporting retailers. 

The ratio of credit sales (open and 
installment combined) to total sales 
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increased for 12 of the 14 kinds of 
retail stores studied. In 1935 cash 
sales decreased to 41.1 percent of total 
sales for all stores reporting, as com- 
pared with 42.9 percent in 1934; open- 
credit sales increased to 46.7 percent 
from 46.1 percent; and installment 
sales increased to 12.2 percent from 11 
percent. 

Approximately .75 percent of the re- 
tailers reporting in the study stated 
that acceptance or rejection of appli- 
cants for credit was based chiefly upon 
credit-bureau or similar agency infor- 
mation. 

Copies of the full report of the Re- 
tail Credit Survey for 1935 are avail- 
able from the Superintendent of Docu- 
ments, Washington, D. C., at 10c per 
copy. 

It is the work of H. T. LaCrosse, 
of the Marketing Research Division, 
who developed it under the general 
direction of Wilford L. White, Chief 
of the Marketing Research Division, 
and Edward L. Lloyd, Chief of the 
Market Data Section, of the Depart- 
ment of Commerce. ‘These three men 
have also been mainly responsible for 
the recently inaugurated monthly sur- 
vey of Wholesalers’ and Manufactur- 
ers’ Sales and Collections by the De- 
partment of Commerce and the Na- 
tional Association of Credit Men, 
which appears opposite. It has been 
published each month since it was in- 
augurated early this year. 

For the first time in the retail credit 
studies, figures were obtained on the 
extent to which customers’ accounts 
with retailers were overdue. In this 
survey retailers were asked to furnish 
the amount of open and of installment 
accounts receivable outstanding on De- 
cember 31 for each of the years, 1935 
and 1934, and the portion of these ac- 
counts that were overdue 3 months or 
more. While no specific instructions 
were furnished retailers in determining 
when an account became overdue, it is 
assumed that the nonpayment of an ac- 
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count during the regular payment pe- 
riod caused it to be classified as an over- 
due account and reported as such in 
the survey if owing three months or 
more beyond the regular payment 
period. 

The amount of accounts receivable 
overdue 3 months or more for the 839 
stores reporting on open accounts was 
somewhat lower in 1935 than in 1934, 
the figures being 18.1 and 20.4 per- 
cent, respectively. On installment ac- 
counts a decrease also took place, the 
portion overdue for the 203 stores 
represented amounted to 8.3 percent in 
1935 and 10.3 percent in 1934. 

Figures of this nature are significant 
in that they reflect favorable and un- 
favorable credit conditions. Obviously 
overdue accounts cause higher collec- 
tion and interest costs, together with 
the probability of increased bad-debt 
losses. It is encouraging to note that 
marked reductions in the portion of 
accounts overdue took place in 1935 
as compared with 1934. This im- 
provement, considered along with the 
acceleration in payments on accounts 
receivable, covered elsewhere in the re- 
port, is further evidence of the greater 
ability on the part of consumers to 
meet their obligations. 

Retailers were asked which of the 
seven different methods they found 
most effective in collecting overdue ac- 
counts. The replies from 1,084 firms 
indicate that personal visits, dunning 
letters, and telephone calls were con- 
sidered most effective by the majority 
of firms reporting (85 percent). The 
number of firms that checked each 
method and the percentage of each to 
the total of firms that reported were 
as shown in the following statement: 


Method No. Pet. 
Personal visits 
Dunning letters 
Telephone calls 201 
Private collection agency:. 64 
Merchants’ credit bureau. 50 
Other methods 


Repossession 


The principal reason for the effec- 
tiveness of personal visits, dunning let- 
ters, and telephone calls in collecting 
overdue accounts may be attributed to 
the fact that in the majority of in- 
stances further steps are unnecessary. 
Thus, there is less occasion to resort 
to suits, repossession, and other strin- 
gent methods. 
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The business thermometer: 


Manufacturers and wholesalers sales and collec- 


tions show rise over year ago in August survey. 


noticeably in August, 1936, from 

August, 1935, and collections on 

accounts receivable were made at 
a higher rate over this period, accord- 
ing to reports of wholesalers in the 
monthly joint study of the National 
Association of Credit Men and the Bu- 
reau of Foreign and Domestic Com- 
merce, Department of Commerce. 

Total net sales of 1,059 reporting 
wholesalers increased about 14 percent 
in August, 1936, from August, 1935. 
Without adjustment for seasonal in- 
fluences, August, 1936, sales registered 
an increase of over 3 percent from July 
of this year. 

All of the wholesale trade groups 
shown in this report with the excep- 
tion of the tobacco and its products 
group had increased sales in August 
this year over the same month last year, 
with building lines showing the most 
favorable improvement and consump- 
tion goods the least favorable improve- 
ment. The increases ranged from 3.4 
percent for meats and meat products 
to 39 percent for jewelry and optical 
goods. Plumbing and heating equip- 
ment and supplies and lumber and 
building material wholesalers averaged 
increases in sales of 38 percent and 36.5 
percent, respectively. In comparison 
with July, 1936, 14 of the groups 
showed increases and 1 a decrease. 

Results presented separately by cer- 
tain geographical regions indicate that 
sales in August as compared with Au- 
gust a year ago increased in all sec- 
tions of the country for the wholesale 
trade groups shown. Increases greatly 
in excess of the average for certain 
trades were shown in a number of re- 
gions, particularly in the Mountain 
and Pacific and Southeastern States. 

Percentages of collections on ac- 
counts receivable submitted by 586 
wholesalers were higher in August this 
year than in August last year but un- 


= Value of wholesale trade increased 
Md 


der July this year. In August, 1936, 
75.2 percent of accounts receivable were 
collected as compared with 70.7 per- 
cent for August a year ago and 77 per- 
cent for July, 1936. In reflecting the 
average experience of the reporting es- 
tablishments the median percentage 
has been selected as the most suitable 
average. This method gives equal 
weight to all firms regardless of the 
volume of business done and the figure 
is obtained by arranging the individual 
collection percentages in order of size 
and selecting the middle item. This 
procedure minimizes fluctuations. 

Thirteen of the 21 wholesale groups 
reporting showed a higher average col- 
lection percentage for August, 1936, 
than for August, 1935. The greatest 
relative increase in collections from a 
year ago was registered by furniture 
and house furnishings wholesalers. 

The highest collection percentages 
were shown by the meats and meat 
products group, the median collection 
figures being 132.9 percent for August 
and 133.5 percent for July this year 
and 124.9 percent for August last year. 
These percentages indicate that cus- 
tomers of these firms took less than 
thirty days, on the average to pay for 
their purchases. 

Marked gains in total net sales and 
a higher rate of collections on accounts 
receivable in August, 1936, as com- 
pared with August a year ago were 
reported by manufacturers in the 
monthly joint study. 

Total net sales of 528 manufactur- 
ers throughout the country registered 


an increase of over 18 percent in Au- 


gust, 1936, from August, 1935. With- 
out adjustment for seasonal influences, 
August, 1936, sales registered an in- 
crease of about 1 percent from July of 
this year. 

Total sales increased in August, 
1936, over the same month last year 
for all of 15 industry groups shown 


in the report, excepting printing and 
publishing and chemicals. The in- 
creases ranged from 9 percent for 
leather and its products to over 42 per- 
cent for iron and steel and their prod- 
ucts. Increases in August, 1936, sales 
over August, 1935, for stone, clay and 
glass products, motor-vehicle parts, and 
non-ferrous metals also were high, each 
exceeding 35 percent. 

Percentages of collections on ac- 
counts receivable submitted by 511 
manufacturers were higher for August, 
1936, than for both August a year ago 
and July of this year. During August 
this year the manufacturers reporting 
collected 81 percent of their accounts 
receivable outstanding on the first of 
that month as compared with 78 per- 
cent collected during August last year 
and 80.6 percent collected during July 
of this year. 

In reflecting the average experience 
of the reporting establishments the me- 
dian percentage has been selected as 
the most suitable average. This aver- 
age gives equal weight to all firms re- 
gardless of the volume of business done, 
as the figure is obtained by arranging 
the individual collection percentages in 
order of size and selecting the middle 
item. This procedure tends to mini- 
mize fluctuations. 

Ten of the 15 industry groups shown 
reported a higher average collection 
percentage for August, 1936, than for 
August, 1935. The forest products 
group registered the greatest relative 
increase in collections over this period. 

The highest collection percentages 
were reported by the meat packing in- 
dustry, the figures for each of the 
three months covered exceeding 100 
percent, indicating that customers of 
the reporting meat packers took less 
than 30 days on the average to pay for 
their purchases. 

Detailed figures follow on pages 24 
and 25. 
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Sales and collections on accounts receivable of reporting WHOLE- 


SALERS in 8 kinds of business, by geographic regions August 1936 


(Results shown only for those trades having a sufficient number of reports for one or more regions*.) 


Sales reported Percent* of collections dur- 
Number of ” A 193 ~ | Number of | ing month to accounts receiv- 
, fi ug. 6 percent 7 = 
Kind of business and region rms Thousands of dollars age change from: firms able at beginning of month 
— =" A ug. | July Aug. reporting Median percentages 


1935 1936 collections |77—T936|Aug. 1935|July 1636 


& 
So 


Automotive s mamaeene. Rs ga Sars tts texueeackooseeed 1,516 1,861 
East North Central 553 712 
Mountain and Pacific 308 338 

Shoes and other footwear, total. ..... 13 ,702 14,821 
Middle Atlantic 1,667 1,229 
West Central 9,103 11,925 

Drugs and drug sundries, total 16,972 18,399 
East North Central 5,935 
a ee on oa brhh lens nan 3,162 
Southeastern 2,026 
I 0), 5 s/s Sai wmewec socks necoba ees one 3,194 

Dry goods, total 13,219 
I RS nN Oe ok. oats ca Semeies 2,884 
East North Central............. 872 
West Central 7,118 
Southeastern. EROR Gn ett Lechner eee Salen ieal . 2,261 
MEER UPOEG - .. coos coucsscccenseces eee 819 

Electrical goods, total........................... 8,619 
MEME iE. ce Plea 728 
East North Central............. = 2,272 
West Central. . Eebeenecie nok saesnis 1,088 
Metedete ait Patiihe-...... 0.0. cc.+.lssoeteces see 3,167 

oo con's oss buiw' wee 4S wbw asa om 33,980 
Middle Atlantic............ Pare Ces Saki chose 8,887 
eg oe iS eo Rew ma gn eae J i 8,318 
West Central eikckechcawantkee 346 J 6,529 
Southeastern 3,203 
Mountain and Pacific. .... ; ha bronel 6.099 

Ne hs Wee sb oui Whe A SESH 14.674 17,445 
Middle Atlantic RLaNCe de binkdere 1,338 1,581 
EE IN ons now nens vovvccecse J 3,319 4,325 
DIL, 5... caxeceessscs : 3 es . 3,963 4,299 
Southeastern. ... chat ctctasathuskesy 2,519 2,773 
Manette Be PAMRC.......5....0...0<s<c000cseseces 3,339 4,220 

Paper and its products, RR. oye ne cay ikite 4,930 5,176 
Middle Atlantic................. Sn oye ens 1,097 1,151 
East North Central , 1,252 1,366 
Mountain and Pacific J 1,828 1,882 
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*States comprising regions: New England (Maine, New Hampshire, Vermont, Massachusetts, Rhode Island, and Connecticut) 
Middle Atlantic (New York, New Jersey, and Pennsylvania) 
Southeastern (Delaware, Maryland, District of Columbia, Virginia, West Virginia, North Carolina, South Carolina, Georgia, Florida, 
Kentucky, Tennessee, Alabama, and Mississippi) 
East North Central (Ohio, Indiana, Illinois, Michigan, and Wisconsin) 
West —— anenete, Iowa, Missouri, North Dakota, South Dakota, Nebraska, Kansas, Arkansas, Louisiana, Oklahoma, and 
exas 
Mountain and Pacific (Montana, Idaho,Wyoming, Colorado, New Mexico, Arizona, Utah, Nevada, Washington, Oregon, and California) 


Sales and collections on accounts receivable of reporting 


WHOLESALERS in 21 kinds of business August 1936 


Sales reported Percent* of collections dur- 

Number of ST Aug. 1936 percent- Number of | ing month to accounts receiv- 

Kinds of business firms Thousands of dollars age change from: firms able _at_beginning of month 
reporting “Aug. | Aus. | July Aus. July reporting Median percentages 


1936 1935 1936 1935 j | Collections |se t936)Aug. 1935) July 1936 


Automotive supplies. ae ee So chnieie 1,880 1,516 1,861 
Clothing and furnishings except shoes ; teas Oe 2,592 2,204 1,251 
Shoes and other footwear......... s 16,128 13,702 14,821 
re Eee RS Sie cinais xix Lae a KG ow Dee eae ie _ _ _ 
Drugs and drug en Sey ter ch Rabb cheese ek kee 18,573 16,972 18,399 
Dry goods. y ; ache ‘cour eat 17,921 15,830 13,219 
Electrical goods. . 7,505 6,259 8,619 
Farm products (consumer goods)......... ateebee won 3,060 2,780 3,210 
Furniture and housefurnishings. . RES ER 1,999 1,607 1,738 
Groceries and foods, except farm produc Re weriecel co 32,751 29,937 33,980 
Meats and meat products............. Ie ec as Ce ee x 6,872 8,274 
Hardware..... Dos oats Makers chicas ; 14,674 17,445 
ey and optic -al goods. aE AGL enks dee sek thee ee ke et 410 462 
Lumber and building material. ... ie . 789 1,062 
Machinery, ee and 1 supplies, exc cept electrical... . 2,165 2,392 
Metals. s A ERE 329 395 
Paints and varnishes......................... j 2,046 2,484 
eh sock on sib sc sa5¥ Sod ew ani'es cts 4.930 5,176 
Petroleum and its products. . . d 2.680 3,097 
Plumbing and heating equipment and supplies. . coeeke J 1,705 2,191 
Tobacco and its products................ errs: 1,642 1,638 
Miscellaneous, total. NE Se aie on hie 5 bed 3, 466 2,876 3,332 
Leather and leather goods**. a faeeiecane _ _ 
Beer, wines and spitituous liquors**. ice bien - _ _ 
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149,948 131,925 
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*These figures should not be related to sales figures for current month. They represent only ratio of collections during that month to accounts receivable 
. nen of month. The wide differences existing between the percentages for various kinds of business are due principally to variationsin terms 
of sales. 


**Insufficient number of reports at present to show results separately; figures now included with Miscellaneous. 
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PERCENTAGE OF CHANGE IN SALES OF 527 MANUFACTURERS PERCENTAGE OF CHANGE IN SALES OF 1,059 WHOLESALERS 


IN 15 INDUSTRIES IN 21 KINDS OF BUSINESS 
AUGUST 1936 COMPARED WITH AUGUST 1935 AUGUST 1936 COMPARED WITH AUGUST 1935 
INDUSTRY % Decrease % Increase KIND OF BUSINESS % Decrease % Increase 
10 ° 10 20 30 


Iron & Steel & their products. +42.4 [——— 
Stone, clay & glass products. .+-39.2 (J 


Jewelry and optical goods. . .+39.0 
Plmbg. & htg. eqmt. & spls.. .+38.0 





dur- 


















sale Motor-vehicle parts......... +376 Lumber and building material +36 .5 
onth Non-ferr. mtls. & their prod.+36.8 Machinery, eqmt. & supplies. +26.6 
To Forest pentane Pe cyte. +30.4 Paints and varnishes........ +24.5 
ame. oatins. Top. eek. Furniture & house furnishings+-24 .4 —t—__ 
0 Food and kindred products. .+18.9 [= : ; ee | 
me: Automotive supplies. ....... +24.0 a 
hs Rubber products. .......... +i... ee 
0 Textiles and their products. . +11.8 Metals.................4-. +22.8 eli Meena 
oe Paper and allied products. ..+10.9 Electrical goods............ +19.9 ee 
2 Petroleum products......... + 9.3 Shoes and other footwear....-+17.7 Sl ditdinp=cneregeeiecnniaael 
— Leather and its products....+ 9.0 salar envenneternanymanessa 
bh PIN c co Soicsicoa ress +17.7 
: Miscellaneous.............. +25.5 ' s cchdaiaeiaisiaitsiael 
Clthg. & frnshgs., exc.shoes. .+17.6 hppa pace 
8 Chemicals & allied products..— 2.1 Lsinenostraldivisimenie 
— ; Petroleum and its products. .+14.2 TD 
— Print., pub. & allied Indus... — 2.8 Dry goods +13.2 ee il 
— | ee ee es )hO—( tC ni... SS 
ee a 
0 Farm prod. (consumer goods) +10.1 
5 Groceries and foods......... + 9.4 
Drugs and drug sundries... .+ 9.4 
> Paper and its products... ... + 8.0 
4 Meats and meat products...+ 3.4 
: Miscellaneous.............. +20.4 
: Tobacco and its products....— 1.3 
3 
2 
6 
3 
5 
Sales and collections on accounts receivable of reporting 
. MANUFACTURERS in 15 industries August 1936 
1 Sales reported Percent* of collections dur- 
) ae of Aug. 1936 percent- 7 of | ing month to accounts receiv- 
Industry amas Thousands of dollars age change from: semen able_at beginning of _month 
Aug. Aug. July Aug. July ions | ———Median percentages 
sales 1936 1935 1936 1935 1936 | Collections [7 F—t936) uz, 1935) Tuly 1036 
Food and kindred products, total 1...................... 101 25,147 21,147 26,522 —5&.2 102.7 
Confectionery, flavoring extracts and ice cream....... 26 2,818 2,571 2,922 — 3.6 91.5 
Flour, cereals and other grain mill products . 5 18 8,045 5,787 6,667 +20.7 100.0 
NE I os oat bidocaewen ; ixcinwabs awinn 14 4,925 4,292 5,126 — 3.9 138.0 
Textiles and their products, total......................... 73 22,738 20,337 17.670 +28.7 68.4 
oe eee, GAG GO, GROUSE DOES... . 5 5 oon ccc cece ccccees 19 5,032 4,280 3,148 +59.8 47.5 
lur- Clothing, women’s, except millinery.................. 14 2,155 1,931 1,454 +48 .2 75.9 
i. Ede ee aos ics Ss hewceieke 15 2.730 2:679 1,638 +66.7 61.3 
nth Ie I oe na os ok oa vai ee Rekervew edocs nas 29 2,322 1,780 2,055 +13.0 62.5 
—— a a oe cae gn de den a acprum nae Oe 21 1,758 1,406 1,558 +12.8 58.9 
— Lumber, timber and other miscellaneous forest products 8 564 374 497 +13.5 74.9 
1936 Paper and allied products, total........................5. 44 8,748 7,888 8,581 + 1.9 90.5 
7 Paper, writing, book. etc........ SORES Se ee 11 3,168 2,804 3,142 : + 0.8 95.0 
0 Paper boxes and other paper products................ 33 5,580 5,084 5,439 + 9.8 + 2.6 90.0 
7 Printing, publishing, and allied industries................ 8 447 460 451 — 2.8 —0.9 64.0 
0 Chemicals and allied products, total...................... 42 11,676 11,929 11,096 —2.1 +52 64.0 
. rn opis dw nc o.t'aa aesec eens 63:00: 20 2,480 2,160 2,414 +14.8 + 2.7 60.5 
0 Pharmaceuticals and proprietary medicines.......... 12 1,944 1,777 1,980 +9.4 —1.8 61.2 
8 ON he vc cee v oN cieihs sie e.cbesaacesag st os-s 12 50,541 46.261 51,681 + 9.3 — 2.2 80.6 
5 Ne sce s ucteheé nelewseane 9 3,074 2,729 3,083 +12.6 — 0.3 85.0 
5 Leather and its products, total........................08. 30 10,617 9,741 7,836 +90 +35.5 55.3 
5 Ne cee cnn caGia daw kee eesceae + onenn 21 8,744 8,106 6,007 + 7.9 +45 .6 48.0 
5 Stone, clay and glass products... .........-....2c0ceceeees 21 7,244 5,205 7,484 +39.2 — 3.2 84.5 
5 NN ee Foe nial als ob geld «3 'or4'4.¥ 66 Sib: k ws _ — — _ — _ — 
3 Iron and steel and their products, total................... 50 38,237 26,847 38,732 +42.4 ; 84.7 
- go Oc alent pad b 6s Loans oho n ane ga to's 12 2.293 1,857 2,079 ‘ s 80 5 
5 Stoves, ranges, and steam heating apparatus......... 7 1,820 1,433 1,761 ; : 80.0 
) Other iron and steel products...................00000- 30 34,124 23,557 34,892 § ; 88.4 
) Non-ferrous metals and their products.................... 11 1,601 1,170 1,397 74.2 
) Machinery, not including transportation equipment, total 50 23,021 18,917 26.402 80.0 
3 Electrical machinery, apparatus and supplies......... 20 16.761 14,105 19.138 : ; 87.7 
) Other machinery; foundry products.................. 30 6,260 4,812 7,264 : 75.0 
7 I I aos cote suk da xh bah cus vd wssveies ows 13 4,621 3,358 5.102 ‘ 94.2 
) AN ci cc ccc cnsesseesavencesces 35 6,264 4,993 6,381 ; 74.9 
{ —_ J —__________ ss i 
. ak xc araien sak aa de vacuekeyaanees 528 216,308 | 182,762 | 214,473 81.0 
) 


*These figuresshould not be related to sales figures for current month. They represent only ratio of collections during that month to accounts receivable 
at beginning of month. , Taos 
**Insufficient number of reports at present to show results separately ; figures now included with industry group total. 


1 Figures in the August 31 release for this group should have read as follows: July 1936 sales $32,713; July 1935 sales $24,396; June 1936 sales, $26,748. Per- 
centage change in July 1936 sales over July 1935, +34.1; July sales over June 1936, +22.3. 

2 Figures in the August 31 release for this group should have read as follows: July 1936 sales $225,633; July 1935 sales $168,166; June 1936 sales $212,590. Per- 
centage change in July 1936 sales over July 1935, +34.2; July 1936 sales over June 1936, +6.1. 
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This month’s collectors: 


Submitted for the approval of our readers 


by P. L. FRYE, Credit Manager, Century Electric Co., St. Louis, Mo. 





REGISTERED MAIL 


Dear Mr. Smith: 


The Credit and Collection Department has been writing you regarding your past due 
account and at the same time you have been sent statements each month to remind you of it. 
However, you have not paid. 

From the information we have regarding your affairs, we are quite confident that your 
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failure to pay has not been due to inability or to any desire to neglect the matter. You 
simply have been putting it off from time to time, always with the intention of looking after 
it a little later. 
We feel that all that is necessary is a special reminder, and so this letter is being sent 2 
by Registered Mail. Immediately upon receipt of it, won’t you please send us your check ; 


for the $298.35 now past due? 


by C. H. JOHNSON, Credit Manager, Wilson & Co., 
Cedar Rapids, la. 






Dear Sir: 

When reviewing list of delinquent accounts as supplied by our Bookkeeping Dept. to- 
day, we are much surprised to find your name appearing thereon as owing a balance of 
— dating back to the day of ; 

Inasmuch as your account with us has been handled very satisfactorily in the past, we 
feel quite sure there has been some oversight or some condition has developed of which we 
have not been informed. 

Will you, therefore, please be so kind as to either send us your check covering this balance 
or an explanation of the delinquency, using the self-addressed stamped envelope we enclose for 
your convenience? 




















accounts which are just about to very positively that he cannot any _ credit responsibility. The most funda- 
the stage for collection agency han- longer put off the account regardless mental, up-to-date method ever devised 
dling; and we find that the cus- of the mild language used,” Mr. Frye for knowing just how worthy your 


By letter is used frequently on registered mail makes it known to him proper care is taken in analysis of 
yi 


tomer usually pays regardless of his writes in submitting his letter. credit applicant is as a risk, has 
financial condition or slow pay record achieved foremost standing among 
with others. There is indirect appeal credit executives because it is based on 
to his pride which invariably causes A great deal of collection letter the current record. There is no sub- 


him to remit. Sending the letter by writing, however, can be obviated if stitute for Credit Interchange reports. 
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SPEED... with less effort 


Figuring on the short-cut keyboard requires so few motions. This 


means increased speed and fewer chances for error. Result: 
fast, accurate work and less effort. Ask for interesting new 
booklet fully describing and illustrating the many time and 
labor saving advantages of the short-cut keyboard. For your 
free copy, telephone the local Burroughs office or write direct. 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICH. 


ENTIRE AMOUNTS 


IN ONE MOTION 


Since two or more keys can be de- 
pressed at one time on Burroughs 
short-cut keyboard, entire amounts 
can often be written and added 
or subtracted in one motion. 


+ 
ss 


NO CIPHERS 
TO WRITE 


Burroughs prints ciphers automati- 
cally. There is no danger of writing 
too many, or too few. This great 
saving in time and effort is a 
feature of the short-cut keyboard. 


When writing to advertisers please mention Credit © Financial Management 
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Looking ahead from 
two viewpoints 


A PROGRAM FOR 
AMERICA. By Harry W. Laidler. 


MODERN 
Thomas Y. Crowell Company, New 
York. $2.50. 

Students of economics know Dr. 
Laidler as one of the outstanding lead- 
ers in their field, as the former presi- 
dent, and now a director of the 
National Bureau of Economic Research, 
and as the author of Concentration of 
Control in American Industry. 

In his present book, Dr. Laidler ad- 
vocates the adoption of a modern social 
and political program in his usual 
scholarly and judicious manner. He 
takes up the important questions before 
the country, namely child labor, social 
insurance, the shorter work week, col- 
lective bargaining, public works, hous- 
ing, agriculture, natural resources, 
taxation, banks, electrical power, rail- 
roads, civil liberties, the amendment of 
the constitution, international relations, 
a new political alignment, social plan- 
ning, and the cooperative movement, 
outlines the history of each, indicates 
its present standing, gives all the argu- 
ments for the solution of the particular 
problem involved, and then he suggests 
his own program. 

The readers of this book will soon 
see that Dr. Laidler writes as a social- 
ist. But even if they do not agree with 





his program, they will appreciate this 
as a very stimulating book; and they 
will also realize that they have an ex- 
cellent handbook on their hands, for 
Dr. Laidler cites all the pertinent and 
authoritative information concerning 
all the questions that have been men- 
tioned. In addition, the book is sup- 
plied with a complete bibliography. 


NATIONAL ECONOMIC §SE- 
CURITY. By Arthur B. Adams. 
University of Oklahoma Press, Nor- 
man, Okla. $2.50. 

In his new book, Professor Adams 
wants to lay down the basis for a per- 
manent national economic security. 
This security must be based on certain 
important reforms that must be made 
in our present economic and industrial 
set up. It is his task here to indicate 
how and where these reforms should 
be made. 

Prof. Adams begins his work with 
an examination of the causes of the 
present depression. He finds that, by 
far and large, the most important fac- 
tor that led to this failure in our capital- 
ist system was the unequal distribution 
of the annual national (money) income, 
which led to excessive investments in 
capital outlays during the boom days of 
the twenties, and to an insufficient con- 
sumption of consumers goods. 

It is argued here that to allow the 
so-called natural economic laws to take 
their course will not help much under 
present day conditions; and that the 
efforts of the New Deal to solve the 
problem have not always been based on 
sound economic theory, e. g. the attempt 
to regulate and to control the general 
price level. 

The major portion of the book is 
devoted to a critical, but sympathetic 
examination of the different measures 
taken by the New Deal to overcome 
the depression, and to bring about some 
stability. Prof. Adams decides that 
these measures are not basic and thor- 
oughgoing enough. It is for this reason 
that he approves some of them, and 
condemns certain others. 

This leads him to conclude that such 
measures as the shorter work week 
with no reduction in pay, the increase 
in the percentage of the national in- 
come which goes to workers, elimina- 
tion of monopolistic control, the fed- 
eral incorporation of all firms doing 
interstate business, increase of the real 
income which goes to the farmer, a de- 
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crease in the prevailing rate of inter. 
est on loans, a system of steeply pro- 
gressive personal income taxes, and the 
breakup of the huge family fortunes by 
the imposition of sufficiently high in- 
heritance, gift, and succession taxes are 
necessary in order to bring about the 
end he seeks. 

The opening sentence in his preface, 
however, is: “Capitalism is not dead 
and should not die.” This, and other 
statements in his book, are evidence 
enough that Prof. Adams is another 
one of those who see the glaring defects 
in this system, but who want to pre- 
serve it by means of various reforms. 
In this case, Prof. Adams pleads his 
cause well. It will be worth any one’s 
while to hear what he has to say on this 
important problem.—E. G. P. 


Too many 

people? 

THE POPULATION PROBLEM 
AND WORLD DEPRESSION. By 
Louis I. Dublin. Foreign Policy As- 
sociation, New York. 25 cents. 

In this terse pamphlet, one of the 
many interesting publications of the 
Foreign Policy Association, Dr. Dub- 
lin discusses the much-discussed popu- 
lation problem. It is worth the neces- 
sary half hour to read his views for he 
is not only President of the Population 
Association of America, but also a Vice- 
President and Statistician of the Metro- 
politan Life Insurance Company, and 
he can thus speak with real authority 
on the subject. 

After a study of trends and statis- 
tics, it is his belief that “the general 
outlook for the world today is under- 
rather than over-population. ...and to 
the danger of depopulation is thus 
added a very real menace of qualita- 
tive deterioration which future genera- 
tions will be called upon to meet”. 


Accidents 


In 1934 the accident-frequency rate 
of 1,800 identical establishments in the 
iron and steel industry ranged from a 
low of 3.68 per million man-hours of 
exposure in power houses to a high of 
51.58 in foundries. In the preceding 
year the range was from 4.75 for pow- 
er houses to 62.30 for electric-furnace 
departments. Increase in exposure in 
most of the major departments was 
accompanied by a decreasing accident 
frequency rate. 
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Insurance 


y certainty 


(Cont. from page7) take some account 
of the insurance set-up of those mer- 
chants who are looking to him for 
counsel. 

This plea for the proper protection 
of credit risks is predicated upon the 
purchase of sound indemnity, the cost 
of which is a known and fixed amount 
based upon the experience of thousands 
of other insureds and not an indefinite 
obligation to which every other policy- 
holder is obligated to contribute if the 
necessity arises. 

The purchase of “cheap” insurance 
has cost many merchants their entire 
business investment and permanently 
destroyed their credit standing. 

We had better be safe than sorry. 


Employment 


growing 


Estimates recently completed by 
the Bureau of Labor statistics in- 

wu dicate that approximately 30,950,- 

000 persons were at work in non- 
agricultural industries in May, 1936. 
An additional 12,000,000 persons were 
attached to agriculture and approxi- 
mately 3,230,000 workers were em- 
ployed on emergency projects financed 
by the Federal government. This 
makes a total of 46,180,000 persons 
employed in the United States in May, 
1936. These estimates which are re- 
ported in “Labor Information Bulle- 
tin” include all persons at work—em- 
ployers, self-employed persons, and 
employees, including clerical, profes- 
sional and executive personnel as well 
as Wage earners. 

This indicates an increase of 4,640,- 
000 in employment in May, 1936, 
above the May, 1933, figure of 26,- 
310,000. But employment in May, 
1936, was 5,030,000 smaller than in 
May, 1929. The industrial section, 
including manufacturing, mining, con- 
struction, transportation, and _ public 
utilities, provided employment to 13,- 
960,000 persons in May, 1936, while 
trade and related industries provided 
employment for about 6,920,000 with 
service, professional, and governmental 
employees totalling 8,950,000 workers. 
The Federal government employment, 
incidentally, in May, 1936, is esti- 
mated at 1,110,000 regular workers. 

The employment estimates for May, 


1936, indicate that an appreciable num- 
ber of manufacturing industries are 
now employing more wage earners than 
they did in May, 1929. A consider- 
able number of other manufacturing 
industries are now operating at ap- 
proximately the same level as in 1929 
but employment in the majority of 
manufacuring industries is, however, 
still below the level which prevailed 
during May, 1929. 

Industries in which employment in 
May, 1936, was greater or equal to the 
number employed in May, 1929, are 
beverages, rayon, beet sugar, wire 





work, stamped and enameled ware, 
soap, chemicals, clocks and watches, 
leather, baking, paper pulp, men’s 
clothing, women’s clothing, glass, knit 
goods, paints and varnishes, radios and 
phonographs, shirts and collars, engines, 
turbines and tractors, cash registers, 
closets, paper boxes, petroleum refining, 
ship buildirg, rubber goods (except 
tires and shoes), and stoves. 


a 


Better be safe than sorry — 
Credit Interchange is the safe way. 


HEATH STUDIOS 


CUSTODIAN OF CREDIT 


You—the man whose hands control the power of credit .... 


You—whose action and decision largely regulate sales volume... . 


You— should be fortified and protected against debtor-buyer financial 


catastrophe. In the kaleidoscopic whirl of business—it is not wise to 


neglect this subject. Consider this company as your Custodian. 


Standard of Detroit is among the oldest—largest—most responsible 
casualty insurance and bonding companies in the United States. It is 
a Custodian of Credit for numerous organizations. 


In 52 years it has paid one hundred forty-eight millions of dollars 
in claims. It is represented by 8300 local representatives throughout 
the nation. It merits your confidence. It has earned your respect. You 
can recommend it to your associates with justice. 


Writes: Automobile — Personal Accident and Health — Burglary — Liability (all 
forms) — Plate Glass — Workmen’s Compensation — Fidelity and Surety Bonds. 


STANDARD ACCIDENT INSURANCE COMPANY 
Detroit, Michigan 


When writing to advertisers please mention Credit © Financial Management 
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LETTERS 





Being a monthly letter about 
items of special interest to you 
as a credit executive, from the 
nation’s capital, by the Man- 
ager of the N. A. C. M.’s 
Washington Service Bureau. 


Dear Reader: 

As an alert credit executive, with an 
eye cast in the direction of future eco- 
nomic and merchandising trends, you 
should watch carefully the growing de- 
velopments in Washington relating to 
CONSUMER CO-OPERATIVES. 
There is something definitely in the 
Washington wind in connection with 
the co-operative movement but it is yet 
too early to sift definite facts from the 
mass of rumors which are heard on the 
subject. 

One of these rumors is to the effect 
that the Consumer Co-operative move- 
ment will be given more active en- 
couragement by the government if 
President Roosevelt is reelected. An- 
other rumor is that a new Division of 
Consumer Co-operatives will be estab- 
lished in some appropriate govern- 
mental department. Possibly the most 

logical of all rumors on the subject is 
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that the Administration is interested in 
the co-operative movement as a further 
means of exercising control over busi- 
ness and especially over prices. In that 
regard, it is interesting to observe the 
fairly obvious relationship between the 
Robinson-Patman Act and the con- 
sumer co-operatives. 

More light on this question will be 
available after the publication of the 
report of the delegation which Presi- 
dent Roosevelt sent to Europe several 
months ago to study the co-operative 
movement there. 

Generally better retail credit condi- 
tions in 1935 are reported in the an- 
nual RETAIL CREDIT SURVEY 
just released by the Department of 
Commerce. Salient facts reported: 
Average outstanding age of open-credit 
accounts 69 days (73 days in 1934). 
Installment accounts outstanding av- 
eraged approximately 614 months (7 
months in 1934). Percentage of over- 
due open accounts receivable 18.1 
(20.4 in 1935); overdue installment 
accounts 8.3% (10.3 in 1934). Bad 
debt losses were only one-half the 1934 
ratio on both open-credit and install- 
ment sales. Ratio of all credit sales 
to total sales increased for 12 of the 
14 types of retail stores studied. 

These facts, and many others, pre- 
sented in detail in the Survey which 
covered 1,612 merchants in 88 cities, 
will undoubtedly be of interest and 
practical value to Association members. 
Copies of the study may be obtained 
for 10 cents from the Superintendent 
of Documents, Washington, D. C. 

Regulations applying to the adminis- 
tration of the WALSH-HEALEY 
ACT affecting government contracts 
were published by the Department of 
Labor on September 15th as Depart- 
ment of Labor, Regulations No. 504. 
Among other things, the regulations 
prescribe the exact stipulations which 
must be included in any contract with 
the government which falls within the 
Walsh-Healey Act, defines manufac- 
turers and dealers, describes the types 
of employees affected by the Act, and 
the official interpretation of “overtime” 
as it is used in the Act, prescribes the 
records of employment which must be 
kept; and describes the procedure for 
accepting exceptions and exemptions. 

The much-discussed provision of the 
law referring to “open market pur- 
chases” is handled by the regulations 
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in the following manner: Inclusion of 
the contract stipulations prescribed in 
the regulations is not required ‘‘where 
the contracting officer is authorized by 
statute or otherwise to purchase in the 
open market without advertising for 
proposal.” 

Copies of these regulations may be 
obtained by writing to the Depart- 
ment of Labor, Washington, D. C. 


Requirements of the SOCIAL SE- 
CURITY BOARD with regard to 
enumeration of employees, reports that 
will be required from employers, and 
other matters in connection with the 
Board’s administration of the Old Age 
Pension provisions of the Act, may be 
issued within the next two or three 
weeks. Treasury Regulations covering 
the collection of taxes under Title 
VIII of the Act are expected to be is- 
sued by the Bureau of Internal Rev- 
enue around the end of November. Up 
to the present time, the Bureau has 
issued thirty-six separate rulings on va- 
rious matters involving Title IX of 
the Act. Those rulings have been pub- 
lished in the weekly bulletin of the 
Internal Revenue Bureau and sent to 
all local Collectors of Internal Rev- 
enue. 


It is felt, not only in most private 
but in many official quarters in Wash- 
ington, that the REVENUE ACT 
OF 1936 will almost certainly be 
changed in some respects by the next 
Congress. A great flood of complaints 
and criticism has already reached 
Washington. Many of them are from 
banks which are concerned about the 
effect of the law on co-operatives to 
which loans have been made. Whether 
the basic principle of the law will be 
changed remains to be seen. At least 
more “cushioning” against the most 
drastic effects of the law is expected. 

Yours truly, 
Cuarces F. BALpwIn. 
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No information given 


“T want to know,” said the grim- 
faced woman, “how much money my 
husband drew out of the bank just 
before Christmas.” 

“T cannot give you that information, 
madam,” answered the man in the 
cage. 

“You're the paying teller, aren’t 
you?” 

“Yes, but I’m not the telling payer.” 
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New tax law applications 


brought out in a recent issue of 
“The Industrial Bulletin,’ Col. 
Leonard P. Ayres states in the 
September issue of the Cleveland Trust 
Company “Business Bulletin” that the 


: ee his comments upon points 
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$100,000. The alternative courses are 
illustrated in the diagram. 

The Board of Directors may decide 
to spend all its earnings for research 
and advertising, and since it will then 
show no profit, it will have no taxes 





Taxes on corporate income of $100,000 


All spent for research and 
advertising 


gas 


All paid out in dividends 


Ya to pay debt 
V2 in dividends 


$40,000 Dividends 
60,000 Equipment 


$20,000 Dividends 
80,000 to buy plant 


Nothing paid as dividends 


TAXES 


| $13,840 | 
| 18,780 | 


20,980 | 


| 26,103 | 
| - 31,503 | 
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new Revenue Act may cause more 
changes in corporate management and 
fiscal policy than any other legislation 
of this generation. It considers the 
alternative courses that may be pur- 
sued by the directors of a corporation 
having a taxable income in this calen- 
dar year estimated in advance to be 





Maybe it’s your liver that 
makes you feel as if you 
haven't a friend in the world 
and puts bulges under your 
eyes instead of in your state- 
ment. Again, it may be fail- 
ure to get the proper kind of 
help that makes you feel de- 
pressed. We can’t diagnose 
your property insurance 
troubles unless you consult 
us. But we'd certainly spare 
no pains to help you if you 
did seek our advice. Con- 
sultations are free. Write. 


SINCE 1854 


THE PHOENIX 
INSURANCE COMPANY 


OF HARTFORD, CONNECTICUT 
Cash Capital, - « «  $6,000,000.00 
Surplus to Policyholders, $30,839,324.64 


to pay. By following this course the 
earnings will have been reinvested in 
the business for the future. The next 
alternative is to pay the $100,000. all 
out this year in dividends and in that 
event the income tax will be $13,840. 
with no surtax on undistributed profits. 
In that event nothing will have been 
reinvested in the business. 

The directors might think it advis- 
able, Col. Ayres continues, to pay only 
$50,000 in dividends and to reduce by 
$50,000 a bank loan, but then the Gov- 
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It's all in the course of a day’s 
work --the things we do for 
our customers. Our repre- 
sentatives know it's their job 
to do everything they can to 
help our assured. That these 
efforts are appreciated is ev- 
idenced by the steady growth 
of this company to a com- 
manding position in insur- 
ance. Write for a statement. 


© 


FIRE INSURANCE CoO. 
OF HARTFORD, CONNECTICUT 
Cash Capital, - - - $2,000,000.00 
Surplus to Policyholders, $15,070,293.55 





SINCE 1850 
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ernment would collect an extra $4,940. 
because of the payment of the debt. 
This would bring the total taxes up 
to $18,780., so the bank would prob- 
ably be requested to renew the loan. It 
might seem wise to spend $60,000 to 
replace obsolete equipment and to pay 
$40,000 in dividends, but then the ac- 
tual cost of the machinery would turn 
out to be $67,140 because of the sur- 
tax on that portion of the earnings not 
distributed as dividends, and so the 
total taxes would be $20,980. 

The corporation might have a favor- 
able opportunity to buy the land and 
buildings it occupies for $80,000, but 
the Directors would find that the pur- 
chase was not necessarily a bargain for 
the Government would collect a sur- 
tax of $12,263. on the fund so used 
and the total taxes would amount to 
$26,103. 

Finally, the Directors might decide 
to pay no dividends but to use all the 
income earned during the year for the 
purpose of building up the cash re- 
sources of the company. ‘This is the 
most expensive course of all. It would 
bring the total taxes up to $31,503. or 
almost 32 percent of the year’s income. 
In effect the new Revenue Act offers 
a subsidy of almost 32 percent to cor- 
porations with large potential profits 
which can devote their current earn- 
ings to research, advertising, sales pro- 
motion, and other expenses which by 
established tax practice need not be 
capitalized. 

One unexpected effect of the Act is 
that it operates to create conflicting in- 
terests among groups of peoples who 
should act in harmonious cooperation 
for the welfare of the business enter- 
prises with which they are concerned. 
Chief among these conflicting interests 
are those of the management, the di- 
rectors, the stockholders, and the 
bankers. 


UVYour Liver 


It isn’t your liver that helps 
you get business. It’s your 
intestinal fortitude. The 
knowledge that this com- 
pany is safeguarding your 
ond with insurance will 
olster your courage. 
SINCE 1859 


[QUITABLE 


Fire € Marine /nfurance @mpany 
PROVIDENCE. RL 


Cash Capital, - « «  $1,000,000,00 
Surplus to Policyholders, $5,431,263.89 































































































































































































































































Air-conditioners 


The Electroaire Corporation, 1473 
W. Congress Street, Chicago, has pro- 
duced an air-conditioning unit which 
may be installed on any electric fan 
mounted on a standard, says “Office 
Appliances.” This unit is called the 
Electroaire Fanozone, and is said to be 
effective for removing odors and im- 
purities from air, leaving it fresh and 
bracing. It functions as the fan 
operates. 

There are three different types of 
Electroaire equipment; one designed 
for odor elimination, to increase circu- 
lation of air in heating, ventilating, 
air-conditioning and air exhaust sys- 
tems; another for the prevention of 
mold, odors, shrinkages and spoilage in 
cold storage rooms, and the third is the 
portable type for small halls or rooms. 
Information regarding this equipment 
will be supplied on request. 

The Ira E. Baker Company, Cleve- 
land, Ohio, has recently introduced an 
electric fan that circulates perfume— 
six kinds being available for ordering, 
including a “balsam” and an “ezone.” 


Card cabinet 


The Victor Safe and Equipment Co., 
North Tonawanda, N. Y., has devel- 
oped a new line of solid card cabinets, 
offered in thirty-two sizes of varying 
capacities, for 5 x 3,6 x 4, and 8 x 5 


cards, and larger sizes up to 11 x 9. 
The finish of the cabinets is olive green 
and the label holders are of cast bronze. 
Steel tables which hold cabinets at cor- 
rect posting height are included, either 
with or without casters, says “Office 
Appliances.” 

The new equipment is of the pocket 
type. The producers call attention to 
a number of desirable features it af- 
fords. Colored transparent signals are 
provided to indicate conditions affecting 
specific records. These signals are ap- 
plied to the exposed margins and are 
transferable. The card margins are 
protected by transparent “transloid.” 
Shelves between slides protect the pock- 
ets. The half-depth of the sides of the 
slides facilitates posting. Cabinets of 
different capacities may be stacked to- 
gether to form batteries of uniform 
height. All are provided with locks. 
The slide pulls and label holders are of 
generous proportions. 

In addition to the pocket type, Victor 
offers a complete line of unprotected 
card equipment under the name of 
“Victor Eyeletype.” 


Card file 


John Austin Best of Augusta, Ga., 
is the inventor of a new card-filing 
system which does away with guide 
card-alphabetical, numerical, or topical 
—though it does not proscribe the use 
of tab signals if these are desired, 
“Office Appliances” reports. It is 
adaptable to equipment in use, and in 
many cases could probably be applied 
to cards in use, providing the cards 
could be slotted without damage to 
their contents. Any card with a bot- 
tom margin of five-eighths of an inch 
could be so treated. 

With Mr. Best’s system, a card may 
be placed at any of three different index 
levels, and it will stay there until put 
elsewhere. The cards are slotted on 
the bottom, to ride on a pair of metal 
guides. Since there are three pairs of 
slots, of three different depths, the cards 
can be placed so that the corners on one 
side rise like steps. The cards are thus 
their own index guides, and they can 
be organized alphabetically or numer- 
ically, as the inventor says. There is 
nothing to prevent their being organ- 
ized topically if that is desired. 

The diagram shows the principle. 
The file user can arrange his material 
as he pleases, using as guides whichever 








cards serve best, and he can change 
them at an instant’s notice. Between 
the cards serving as guides he can put 
other cards, in alphabetical or numer- 
ical order, or in no order at all, as many 
or as few as he wishes. 

The practical convenience of this 
system, and its flexibility, should win 
it many friends. Since the inventor has 
not concluded plans for manufacture 
and distribution of the device, interested 
persons should communicate with him. 


Safe drawer 


A new fire-resisting safe drawer 
which may be placed to many uses and 
set up in many combinations for both 
the small and large office has recently 
been produced by The Meilink Safe 
Company, Toledo, Ohio. 

Carrying a “one-hour’’ fire-resisting 
certificate, the new drawer may be used 
as a correspondence file, a posting tray, 
document file, card index cabinet or 
account book storage space. By a minor 
rearrangement of the interior it can be 
utilized as a combination posting tray 
and card index storage or other type of 
general office fire-resistive storage unit. 

The drawers are finished in modern 
black or green Crystalline baked enamel 
with plain color fronts. It is equipped 
with chromium-plated hardware of 
modern design and spring-locking bolts 
which assure tight closing. Key-oper- 
ated locks may be had at a small addi- 
tional cost. All units are self-contained 
and may be used in any desired number. 


“Duprint’”’ 


There is now a reproducer of docu- 
ments on sensitized paper that works 
in ordinary offices, and can be oper- 
ated by any intelligent office worker, 
says “Office Appliances.” It is the 
Duprint device offered by Duprint 
Corporation, 36 West 44th Street, 
New York. The Duprinter is port- 
able, being seventeen inches long, four- 
teen inches wide, and eleven inches 
high, and weighs only eight pounds. 

Prints can be made from original 
documents in various ways, whether 
they are printed on one side only or 
both. The process requires approxi- 
mately one minute, according to the 
manufacturer. The Duprint Corpora- 
tion sells the supplies necessary for 
operating the Duprinter as well as the 
device itself. 
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Robinson-Patman 
Act effects 


The Robinson-Patman anti-price 
discrimination law, in the opinion 
of Dean F. W. Shumard of the 
National School of Time Study, 
Norwalk, Connecticut, may soon add 
many more gray hairs to the manufac- 
turing executive’s aching head whether 
he is a disciple of Diogenes or of Jesse 
James. 

“A law must be judicious in its pur- 
pose and scope, or it will not be re- 
spected by persons affected,” explains 
Dean Shumard, in ‘““The Manufactur- 
ing Jeweler.” ‘To break a law de- 
liberately will invoke greater penalties 
from a court decision than one trans- 
gressed innocently. No reputable man- 
ufacturer has a desire to violate a 
statute knowingly, yet he now faces one 
he might unintentionally violate and 
thus expose himself to severe punish- 
ment. He may trespass against the 
newly enacted piece of legislation be- 
cause of its lack of clarity, or its nebu- 
lous application to his honestly intend- 
ed endeavors. 

“The Robinson-Patman bill has, as 
one of its objectives, the stopping of 
so-called unfair trade practices against 
the small buyer who cannot always 
purchase his merchandise as cheaply as 
the large buyer. To the superficial ob- 
server this apparent anomaly seems 
wrong. However, there are often 
equitable reasons why selling prices 
cannot be made uniform to all who 
wish to buy. The new law is not in- 
tended to regiment all industrial ac- 
tivities and prices, but it demands, if 
requested, an accounting of price dif- 
ferentials granted to certain customers 
and refused to others. 

“Articles made in large volume can 
be produced at lower costs. Not only 
does the seller know this, but the 
buyer makes it a point of issue. A hard- 
boiled purchasing agent will force 
down a selling price until little if any 
profit margin is left. Sometimes the 
manufacturer, under pressure exerted 
upon him will sell his products at be- 
low, or at actual, cost. In such in- 
stances, he figures that it is an ‘over- 
head job,’ and by its partly absorbing 
certain fixed charges and administrative 
expenses, a desirable profit can be se- 
cured on the other work in his plant. 

If the large volume orders did not help 
carry the load, the small buyer would 
pay still more (Continued on p. 35) 
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EDIPHONE — the people’s choice — 
FULFILLS EVERY PROMISE! 

Every day in the year, and under all 
kinds of conditions—Ediphone Voice 
Writing helps increase business ca- 
pacity 20% to 50%. This increase is 
possible because Voice Writing makes 
YOU the master of your day. 

No matter what your business or 
profession — whenever it is conven- 
ient for YOU . . . without waiting, 
without interruption . . . you Voice- 
Write your correspondence, memos, 
reports. Details get into the habit of 
being done, not forgotten . . . tele- 
phone calls are confirmed promptly. 
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And your secretary, free to concen- 
trate on getting out your work, fin- 
ishes it, on time! 

The tax on time—yours and your 
secretary’s—is removed. And more is 
accomplished—20% to 50% more! — 
with less effort. 


“You-Pay-Nothing” Plan 
Provides Advance Proof! 
Voice Writing is happy to prove its 
platform planks in advance! Put this 
new business administration to work 
in your office. Telephone the Ediphone, 
Your City, for details of the New 
Edison “You-Pay-Nothing” Plan, or 


write direct to the Py 
aes 


Laboratories of — 
ORANGE. N.J. U.S.A. 


When writing to advertisers please mention Credit © Financial Management 
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Insurance is 
international 


Pointing out that international 
co-operation is definitely present in 
the insurance world despite the ten- 
dency towards nationalism in many 
business activities, Louis H. Pink, Su- 
perintendent of Insurance of New 
York State, told the annual meeting 
of the Superintendents of Insurance of 
the provinces of Canada in Quebec in 
August that “the institution of in- 
surance has much to teach a world 
dangerously committed to impassable 
trade barriers and economic national- 
ism. 

“Insurance is one of the few com- 
modities which travel freely from 
nation to nation. There is neither 
time nor customs officers to impede the 
way. It is the foundation of individual, 
national and world credit. In the 
main it knows no artificial locality, 
boundaries or restrictions.” 

Mr. Pink pointed out that United 
States companies have written some 
$2,000,000,000 of life insurance in 
Canada and that Canadian companies 
have about $1,500,000,000 of life in- 


surance in force in the United States. 


Safe driving an 
adventure in living 


A new highway safety booklet by 
the John Hancock Mutual Life In- 
surance Company, one of the first in- 
stitutions to undertake a campaign on 
automobile highway safety when it 
issued a booklet of recommendations to 
drivers in 1926, has just been issued. 

Entitled “Picture Yourself as the 
Safe Driver’’, it is a positive approach 
to the safety problem, depicting safe 
driving as an adventure in living 
rather than an escape from dying. A 
foreword to the booklet aims to inspire 
a friendly and co-operative mood to- 
wards the traffic officer, and that no 
doubt will be of some assistance in de- 
veloping more safe drivers for mental 
attitude no doubt has a lot to do with 
safety in driving. Who does not recall 
having been a bit careless after a de- 
bate with a traffic officer about a point 
of highway etiquette? 


Developing 
safe drivers 


Almost 1,500,000 drivers and pros- 
pective drivers have been assisted in 
developing a greater degree of driving 
safety by having their deficiencies 
pointed out to them through the Aetna 
Highway Safety Demonstration spon- 
sored by the Aetna Casualty & Surety 
Company. 

In these demonstrations there are 
used four complete sets of apparatus 
for determining reaction time, resist- 
ance to headlight glare, hearing and 
speed estimation ability, and a test for 
color blindness. There are a number 
of individual testing units besides. 
Demonstrations in recent months have 
taken place in numerous cities in the 
East and mid-West and highway com- 
missioners in various localities are co- 
operating in the drive. 


How much income 
will you leave? 


Here is a simple method for deter- 
mining the monthly interest of the life 
insurance proceeds available to your 
wife or dependents. 

(1) Set down the total amount of 
life insurance you now have, whether 
$5,000 or $100,000. 

(2) Strike out the last two ciphers. 

(3) Divide the number that re- 
mains by two. 





(4) The answer is, of course, based 
on a return of 6%, which admittedly 
is a liberal rate of return especially in 
recent years. Quoting this method of 
cancellation, developed by Mervin L. 
Lane of New York, the business col- 
umnist, B. C. Forbes, recently pointed 
out that far too many individuals have 
lamentably insufficient protection for a 
wife and family. The average policy 
holder carries only $1600.00. 

“Records show that in the final 
months of 1935 more than 96% of life 
insurance applicants bought less than 
$5,000.00 each, while 71% took out 
$2,000.00 or less’, he says. 


Strikes 


The year 1935 witnessed the largest 
number of strikes since 1921, but the 
number of workers involved and the 
time lost were less than in 1934. A 
review of the labor disputes in 1935 
shows that in that year 2,014 strikes 
occurred, involving 1,117,213 employ- 
ees and resulting in 15,456,337 man- 
days of idleness. The industry group 
with the largest number of strikes was 
the manufacture of textiles and their 
products. The strikes of 1935 involved 
an average of 555 persons, but in more 
than half of the disputes fewer than 
100 workers participated in each. Of 
the 2,003 strikes brought to a close dur- 
ing the year, the average duration was 
24 calendar days, but there were 510 
cases in which the dispute lasted a 
month or more. 


Dismissal wage 


Dismissal compensation for railroad 
employees affected by consolidations 
authorized under the Emergency Rail- 
road Transportation Act of 1933 is 
provided for by an agreement reached 
by committees representing railroad 
managements and the railroad employ- 
ees. The agreement, dated May 21, 
1936, establishes a system of “‘coordi- 
nation allowances” for employees who 
are displaced or suffer reductions in 
compensation as the result of such mer- 
gers. The allowances are proportion- 
ate to length of service and provide, in 
the event of dismissal, for the payment 
of 60 percent of the average monthly 
compensation for periods ranging from 
6 months for employees having 1 year 
and less than 2 years’ service up to 60 
months for employees with 15 years’ 
service and over. 
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Business Credit Needs 
Business Life Insurance 


| has a 
tangible value, the loss of which can be 
replaced through adequate business life 
insurance, just as the value of your 
plant and equipment can be replaced 
through other forms of insurance. 

Protect the investment represented 
by the brains and energy of the key men 
in your business. The business which 
insures its man value has strengthened 
its credit both in the present and in the 
future. 


Lire INSURANCE COMPANY 


oF BOSTON. MASSACHUSETTS 





Robinson-Patman 


u Act effects 


(Continued from p. 33) for his merchan- 
dise. In fact, small orders, despite sub- 
stantially higher selling prices, are often 
unknowingly sold at large losses. 

“What is the manufacturer to do? 
In dealing with a close buyer, should 
he stick to his original quotations and 
then witness the passing of orders into 
competitive hands? Must he complete- 
ly revise his conception of what he con- 
scientiously believes to be honest busi- 
ness enterprise? Who can guide and 
prevent him from breaking a law which 
may be so flexible that he becomes a 
criminal unintentionally? The break- 
ing of a law makes one a criminal. 
The new law may prove he is a crim- 
inal by his failure to observe some 
small business detail now made unlaw- 
ful, but one which was legal through- 
out decades of business history. His 
only hope, then, is to contend he un- 
wittingly broke the law and throw him- 
self upon the mercy of a court for a 
minimum punishment. 

“To escape the possible wrath of the 
defenders of the Robinson-Patman bill, 
a company must first have complete 
data covering all details of its affairs. 
Records that sufficed previously may 
not now be adequate. Perhaps the law 
will hasten better accounting methods 
and revised cost finding systems. Such 
things are badly needed in many in- 
dustries. 

“A plant owner should know in de- 
tail exactly what each part and opera- 
tion costs, not only from the direct 
labor standpoint, but from the indirect 
side as well. If his cost statements are 
Complete, they will show actual costs 


and standard ones. Standard and ac- 
tual costs, when accurately prepared, 
will reflect all plant activities by classi- 
fication, and besides offering manage- 
ment a better yardstick for measuring 
cost deviations, a control is likewise of- 
fered to keep the legal aspects of all 
endeavors within due bounds. 

“A properly trained time study en- 
gineer, operating under a modern wage 
incentive plan, must correctly analyze 
and standardize all elements of work 
incidental to an operation. He estab- 
lishes standard time allowances for 
every movement made by direct labor. 
Costs are projected from the basis of 





time. Time must first be set up. 
Therefore, costs can be conditioned 
on actual performance and also on de- 
sirable performance for comparative 
purposes. 

“Modern time study procedure is as 
thorough in its-analysis and standard- 
ization of indirect labor duties as it 
is for direct producers. To that end, 
all indirect expenses should be predi- 
cated on standardized time elements 
established in exact detail for overhead 
workers. ‘These time elements can be 


reduced to indices and indicate the cor- 
rect amount of supervisors, inspectors, 
helpers, miainte- (Continued on page 39) 


FEARLESS 


Under the outward placidity of many a business office lurks a dis- 
quieting, disturbing fear—fear of the unknown in human nature. 


A majority of the moral breakdowns which result in defalcations 
today occur in people with no previous record of dishonesty. 


It is not that men are dishonest as a group. People are surpris- 
ingly honest. But the stress and strain of modern life, temptation 


and opportunity, take their toll. 


Yet the dwellers in National Surety Town live securely, fearlessly, 
on this last frontier, human nature itself. The Fidelity bonds which 
cover them are a tribute to their past records, to their employers. 


And when the unexpected occurs and the loss is discovered—other 
jobs are secure, the business goes steadily on. It is a regrettable 
incident, a personal tragedy, not a major disaster. 


National Surety representatives everywhere—themselves picked 
men—are selling Fidelity protection; plus protection against bur- 
glary, forgery, and many other dangers. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, PRESIDENT 
ON. Ss. C., 1936 
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Credit ‘O's 
ee 
Wadd and A 5 


The National Association of Credit 
Men supplies answers to credit ques- 
tions and some of the answers, of gen- 
eral interest, are printed regularly in 

Credit and Financial Management. 
Advice cannot be given, however, re- 
arding legal rights and_ liabilities. 
Sich advice should be obtained from an 
attorney to whom all the facts should 
be stated. When such inquiries are re- 
ceived, information is furnished only as to 
the general principle of the law involved. 





Insurance inventory clause 


QO. Advise whether it is obligatory 
to accept an insurance policy with the 
“Iron Safe and Inventory Clause?” 
We consider it an imposition and 
somewhat arbitrary as a requirement 
by the insurance company to demand 
the same. 


A. This clause, we are advised, is 
mandatory in certain states, especially 
in the South, on certain classes of in- 
surance risks, especially in some cities 
that do not have adequate fire protec- 
tion facilities. 


Attorney's fees 


Q. Have you any figures as to the 
percentage of attorney's fees, as com- 
pared with what creditors get, in 
Bankruptcy cases? 


A. A comprehensive study through- 
out the United States recently under- 


taken at the instigation of Referee 
Paul H. King, of Detroit, Mich., has 
shown by accurate figures derived from 
correct premises that out of every dol- 
lar that goes into bankrupt estates an 
average of twenty-one and a _ half 
cents is used up in expenses of admin- 
istration, of which attorney’s fees 
comprise about seven cents. The bal- 
ance of seventy-eight and a half cents 
goes to creditors, secured priority and 
general. These figures, of course, vary 
with the sizes of the estates and the 
proportion is much greater in the 
smaller estates than it is in the larger. 


U. S. farm exports 
to Belgium cut 


In an analysis of the reciprocal trade 
program as it has affected American 
agriculture in its exports to Belgium, 
a pamphlet of the American Tariff 
League contends that American agri- 
culture has not benefited under the 
program during the first year of the 
agreement. 

“During the first full year the agree- 
ment was in effect, the combined ex- 
ports of fifteen agricultural products 
to Belgium decreased by $182,000.00”, 
it says. 

In the agreement made a year ago, 
Belgium made concessions on fifteen 
agricultural products, either in lower- 
ing duties or taxing and _ increasing 
quotas, it is explained. The Belgium 
agreement is the only agreement with 
a European country for which figures 
are avaliable over a whole year, the 
League said. And in its opinion the 
analysis of the results of the first 
year’s operations supports neither the 
hopes nor the claims of those who an- 
ticipated benefits from the program. 

For further discussion of this, turn 
to page 18 of this issue. 


Credit 


Y management 


(Continued from page 10) ‘These vari- 
ous faults may be laid squarely at the 
door of credit men who have erred in 
the effective and proper performance 
of their task. They have failed to 
carry their full responsibility. 
Heretofore the acceptance of the 
social responsibility for their work has 
been forced on the bankers and the 
central bankers in particular. They have 
been blamed for errors in the alloca- 
tion of credit, blamed for too free ex- 





CREDIT and FINANCIAL MANAGEMENT .... . . 36 





tension of credit, blamed for too 
stringent credit requirements, blamed 
for too lax credit requirements, 
blamed for not demanding payment 
and blamed for demanding payment. 
In short it would seem that our 
friends the bankers have been blamed 
no matter what they did, and damned 
and bedamned regardless. This is 
probably true because the close connec- 
tion existing between bank credit and 
the medium of exchange was early 
recognized. This close connection 
brought the theory of money and the 
theory of bank credit closer together 
and therefore the relationship between 
the performance of the credit function 
and the business cycle was readily 
made by way of the bridge furnished 
by the quantity theory of money. 
Although mercantile and _ retail 
credit men have been relieved from 
the opprobrium heretofore generously 
heaped on bankers there is no reason to 
believe that they are entitled to go 
scott free and unscathed. Their ac- 
tions, in their own sphere of influence, 
are just as important and subject to 
just as severe condemnation or praise 
as are the actions of the international 
bankers and the leaders of finance. 


The acceptance of credit in any 
transaction means the transfer of 
present goods or the power over goods 
in the present in exchange for the 
promise of future goods or their equiv- 
alent. Thus the acceptance of credit 
means that capital is diverted from the 
hands of him who has it into the 
hands of him who has it not. This 
is socially desirable only when the 
debtor promises to use, and succeeds in 
using, the capital in such fashion as to 
make it more productive than it would 
have been had it remained in the 
hands of the creditor. 


Thus the credit man controls the 
flow of capital. This is a most vital 
and important task. .He must see that 
the capital which he controls flows 
into the hands of those members of 
society who will use it most efficiently. 
Failure to put capital into the hands of 
the most efficient users means a social 
loss. Production will not be as exten- 
sive as it would otherwise be. The 
wrong goods or services will flow to 
the market. There will be a glut of 
the market, unsatisfactory prices, fail- 
ures, and bad debt losses. This in turn 
means a loss to the firm which the 
credit man represents. Thus failure 
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to properly perform the third respon- 
sibility affects the proper performance 
of the first and second. It is evident 
that the three responsibilities are con- 
nected and inter-related. Even a 
purely selfish attitude must consider 
the interests of others if its own inter- 
ests are to be best served. 

The responsibility of the credit man 
to these various interests being recog- 
nized, and the objectives of the credit 
department operations clearly visual- 
ized, the next question must be the 
measuring of the attainment of these 
objectives. The testing of the manner 
in which the responsibilities have been 
met. 

As might be expected the testing 
technique has been best developed rela- 
tive to the first or acquisitive objective. 
The responsibility to the credit man’s 
own firm and the making of profits has 
been the basis of most of these tests. 
However, the same tests may, by a dif- 
ference in interpretation or emphasis, 
be made to throw some light upon the 
attainment of the other objectives 
which will be seen when the various 
more common tests are discussed. 


(Next month Mr. Huegy will pre- 
sent a series of ‘measures of the 
attainment of credit objectives’’.) 


Natural 


\ business year 


(Cont. from page 15) of the fiscal year best 
suited to each enterprise. 

The advantages to the managers of 
each business are numerous. As has 
been indicated, they obtain a picture 
more closely related to the operations 
of a season of that business and there- 
fore more valuable to them for pur- 
poses of budgeting and planning the 
following season’s operations. 

When inventories are at their low- 
est and business is at its slackest there 
is less expense involved in the taking 
of the inventory and accuracy of pric- 
ing is more readily accomplished. 
When receivables are at their lowest 
proper reserves for uncollectible ac- 
counts can be more easily and more 
accurately determined. 

Similarly the financial accounts may 
be more readily audited as there is not 
so much pressure upon the public ac- 
countants as there is immediately fol- 
lowing December 31st. As a result 
the accountants’ reports may be ren- 
dered more promptly and the certified 





statements may be in the hands of 
credit grantors more quickly than can 
possibly be true during the tremendous 
pressure following the end of the cal- 
endar year. ‘The principals or part- 
ners of the public accounting firms can 
give more time to the problems of the 
organization and can render more 
thoughtful advice than can be given by 
the same men to any one of the thou- 
sands of clients whose financial reports 
must be jammed through in the three 
or four months following January Ist. 

You as credit grantors can then re- 
ceive a fresher financial statement in 
which more problems have been care- 
fully solved. All of these elements 
greatly facilitate your determination of 
the credit status of those who apply 
to you for such determination. 

Many business men, when the ques- 
tion has been asked of them regarding 
a change in their fiscal year, have in- 
dicated that they do not desire to make 
any such change unless certain other 
business men do. One objection that 
has occasionally been offered by the 
head of a business against preparing a 
financial report covering a different 
twelve months period from that cov- 
ered by reports of other organizations 
in the same industry is that it is not 
advantageous for purposes of compari- 
son with such other reports. 

The answer to that is simple. If 
the other companies with which he de- 
sires comparison have the same natural 
business year as his company, they 
should be encouraged to change to such 
natural year. If they do not, then any 
comparisons are misleading. Far be 
it from me to find fault with business 
men, yet one is compelled to accept 
the fact that many of them are not as 
courageous as perhaps they should be. 

In a thousand business men as com- 
pared with a thousand men in other 
fields about the same percentage are 
good and about the same percentage 
are bad and about the same percentage 
are indifferent. Some of them are en- 
terprising, efficient, courageous; some 
of them are lacking in these qualifica- 
tions. Some of them are leaders by 
sheer force of personality, ability and 
ambition; some are only mere follow- 
ers exerting little or no initiative. 

A thousand business men run the 
gamut of personality, about the same 
as a thousand men in any other walk 
of life, with the possible exception that 
the mere fact that they are in charge 
of business enterprises serving the 
needs of the community, supplying its 


wants and desires, indicates that there 
is a larger percentage of them who do 
have courage and initiative. 

Nevertheless, because many business 
men are hesitant about making any 
change such as a change of their fiscal 
year, however advantageous it might 
be to them, it is evident that those who 
have initiative, who are willing to un- 
dertake to make a change for the bet- 
ter even though it be a departure from 
previous policy, must be the ones who 
will lead this movement and bring 
about a general recognition of the tre- 
mendous gain for the business world 
that will be accomplished when all or- 
ganizations present their financial state- 
ments on the basis of their actual sea- 
sonal year regardless of the calendar 
year. 


Blind aid 

More than 35,000 needy blind per- 
sons were given aid in 1935, under 29 
state blind-pension acts., Nearly 8 
million dollars was spent for this pur- 
pose during the year. The allowances 
averaged $20.39 per person per month 
and ranged in the various states from 
$1.98 to $37.18. Benefits were largest 
in states where part of the cost was 
borne by the state and least where the 
funds had to be raiséd by the counties 
alone. 


Recreation 

The community recreation move- 
ment has expanded rapidly in the past 
decade. In 1935 there were 2,204 com- 
munities having such service as com- 
pared with 748 in 1925. The number 
of employed recreation leaders in these 
communities had increased from 17,- 
177 in the earlier year to 43,976 in 
1935. The recreation activities include 
indoor and outdoor sports and amuse- 
ments as well as a wide variety of 
educational and cultural features. 


@ 


Father: 


successful business is labeled ‘“‘push.” 


My boy, the door to every 


Son: Dad, isn’t your business suc- 
cessful ? 

Father: Yes, it is unusually suc- 
cessful. Why do you ask? 

Son: ‘Well, I noticed when I came 
up to see you, last week, the door to 
your office said “‘pull.” 
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New Federal Statutes: 


such 


Robinson-Patman Act which con- 


trols all buying and selling prac- 


tices, special terms and discounts. 


Walsh-Healey Act which regulates 


hours, wages and working conditions 


on all government contracts. 


Social Security Act, especially Title 


in the Enlarged 


as 


VIII on income taxes imposed for old 
age pensions; the collection of this tax 


begins January 1, 1937. 


Undistributed Profits Tax (you must 
act on this new law before close of 


present year). 


‘ are covered in extensive new chapters 


and Revised 


1937 Edition 


CREDIT MANUAL 


Commercial Laws 


This is the 29th Annual Edition of this handy reference book for the 
business executive, placing at his finger tips authoritative facts about 
the State and Federal Laws which affect business transactions. 
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Publications Department, 
NATL. ASSOCIATION OF CREDIT MEN 
One Park Avenue, N. Y. C. 


Please enter order for a 1937 Credit Manual at the 


special Pre-publication offer of $3.75 to N.A.C.M. members 
($5.00 to non-members). 


Name 


above. 


We enclose check for our Manual at the price checked 


Please send me one of the 64 page books covering the 


new Federal Laws at once. 


GET THIS 64 PAGE BOOKLET 
FREE: The new chapters on the 
Federal statutes—Robinson-Patman, 
Walsh-Healey, Old Age Pensions, 
Taxes on Corporate profits, have been 
assembled in a 64 page book which we 
will send at once to those placing pre- 
publication orders for the New Credit 
Manual and enclosing their remittance 
with their order. The new Manual 
will be out in November but you will 
get the 64 page Book now if you 
send remittance with order. 
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Robinson-Patman 
Act effects 


u 


(Cont. trom page 35) nance workers, re- 
pairmen and the many others making up 
an indirect payroll necessary for a 
given volume output. The index al- 
lowed for each type of indirect worker 
can be compared with the units of pro- 
duction made by direct workers. By 
so doing, indirect ratios can be intel- 
ligently maintained when sales vary. 

“The company observing correct 
time study procedure is able to break 
down its costs into clearly defined clas- 
sifications, and when this is done, no 
fear need be felt over a government 
investigation of its business conduct if 
fair profit margins are attached to 
them. 

“Manufacturing plants situated in 
metropolitan centers face many prob- 
lems—especially during busy seasons. 
Among these are: adequate labor mar- 
kets, prompt receipt of materials, ef- 
fective service, economical shipping 
facilities, and scores of other handicaps. 
A small plant in a little town moves 
faster than a large one in a congested 
city. 

“The trend of manufacture is to de- 
centralize. Setting up branch plants in 
various strategic areas often solves 
these problems. In addition, many in- 
dependent, or privately owned factories 
feed a branch plant with raw materials 
or production units made under con- 
tract. The plant becomes a buyer as 
well as a seller. If it cannot buy its 
requirements reasonably, the economies 
of decentralization are partly destroyed. 

“The new Robinson-Patman law 
may cause the large buyers to enlarge 
their branch plants to make the many 
accessories they now buy if future pur- 
chasing of them from independent 
firms cannot be made at price levels 
necessary to maintain competitive po- 
sitions. This freezing out process will 
work hardships on the smaller firms 
and result ultimately in fewer organ- 
izations dominating industrial activi- 
ties,” concludes Dean Shumard. 


Retail bad-debt 


\ loss surveyed 


Average bad-debt losses on open- 
credit sales and installment-credit sales 
showed marked decreases in the 1935 
retail Credit Survey, which has re- 
cently been published and is avail- 
with 


able the Superintendent of 


Documents, Washington, D. C., at 10c 
per copy. The bad debt loss percent- 
age on open-credit sales for the 1,234 
stores reporting was almost one-half 
the ratio for 1934, the percentage-loss 
figures being 0.6 of 1 percent in 1935 
as compared with 1 percent in 1934. 
On installment-credit sales the bad- 
debt loss percentage for the 329 stores 
reporting decreased to 1.5 percent in 
1935 from 2.4 percent in 1934. This 
represents a continuation of the im- 
provement noted during 1934, at which 
time loss ratios showed a reduction of 
about one-half from the 1933 ratios. 


FO FEEL 
SECURE 


Facing suit for damages due to an em- 
ployee’s carelessness, his company is 
liable fora substantial judgment against 
it. His responsibilities include buying 
insurance to protect against just such 
contingencies. 


Concerned? Of course. But worried... 
Never! With every conceivable risk 
adequately covered in sound companies 
like Fireman’s Fund, he has a right to 
feel secure. 


You too will feel secure with the 
strength, permanence and stability of 
a company of the Fireman's Fund 
Group behind your policies. Consult 
one of our 11,000 agents or your broker. 


In ascertaining the amount of losses 
sustained by merchants from bad debts, 
the firms reporting were asked to de- 
duct from the total of accounts recov- 
ered during the same year on accounts 
previously considered worthless. While 
this brings about a reduction in one of 
the heaviest costs of doing a credit busi- 
ness, the items of interest cost and col- 
lection expense tend to make such ac- 
counts unprofitable. 

Bad-debt loss ratios on open-credit 
sales were found to be lower in 1935 
than in 1934 for each of the 14 trades 
included in the (Cont. on 


page 42) 
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DEBTOR AND CREDITOR RELATION- 
SHIP AS DISTINGUISHED FROM 
TRUST RELATIONSHIP. In re Fer- 
guson, United States District Court, South- 
ern District of New York, March jo, 
1936. 

The facts are contained in the opinion 
of the court which follows: 

“E. W. Edwards & Son entered into a 
contract of purchase with the Ferguson 
Radio Corporation for 50 radios to be 
shipped immediately for use in a special 
campaign, the contract providing that the 
Edwards concern could return up to 25 
sets if the promotion did not prove suc- 
cessful. Alleging that it did not receive 
full shipment of the radios immediately 
after execution of the contract and claim- 
ing in consequence that it could not conduct 
the special campaign according to the 
agreement, the Edwards concern returned 
all of the radio sets. Ferguson entered a 
credit therefor on its books. An involun- 
tary petition under Sec. 77B was filed by 
creditors of Ferguson. The Edwards con- 
cern seeks an order requiring the trustees 
of the debtor to surrender the radios or 
the proceeds of the sale of them. 

“There is nothing in the record to es- 
tablish any trust relationship. It is a case 
of goods sold and delivered which the 
purchaser did not wish to keep, and re- 
turned them and got credit therefor. A 
mere relation of debtor and creditor was 
created, and the Edwards concern may 
only be permitted to file a general claim.” 





INSURANCE —CASH VALUES AND 
ACCUMULATED DIVIDENDS AS EX- 
EMPT FROM CREDITORS’ CLAIMS. 


The bankrupt, prior to his voluntary 
bankruptcy, carried policies of insurance 
upon which he paid premiums out of his 
earnings. Under an election granted him, 
the bankrupt elected to have the dividends, 
declared by the companies in which he was 
insured, left to accumulate at interest, and 
which election provided further that in 
event of his death, the amount thus accumu- 
lated, together with the principal amount 
was to be paid to the beneficiaries, his wife 
and daughter. It was further provided 
that these accumulated dividends, together 
with the cash surrender value of the poli- 
cies were to be applied to extend the in- 
surance in the event of non-payment of pre- 
mium. The referee in bankruptcy deter- 
mined that these accumulated dividends 
deposited with the company, and upon 
which accumulation interest was paid, 
were the equivalent of deposits in a sav- 
ings bank and were therefore cash as dis- 
tinguished from insurance, and further 
decided that the trustee could compel the 
bankrupt to demand payment of the accu- 
mulated dividends as an asset of the bank- 
rupt estate. 


The court reversed the determination of 
the referee and called attention to Section 
6 of the Bankruptcy Act which provides 
that a bankrupt is entitled to the allow- 
ances of exemptions which are allowed in 
the state of domicile at the time of filing of 
the petition. The bankrupt was a resident 
of New York and Section 55-A of the In- 
surance Law of New York specifically 
exempted policies of insurance which were 
not payable to the bankrupt. The court 
stated: 


“The question therefore is whether these 
accumulated dividends which the bankrupt 
has not sought and which he has chosen to 
be additional security for his wife and 
children in case of his death are to be con- 
sidered the “proceeds and avails” so far 
as these beneficiaries are concerned, who 
thus have an interest in the policy. If so 
they are exempt. Since the enactment of 
this statute by the State of New York the 
bankrupt cannot be compelled to deprive 
these beneficiaries of such interest. These 
accumulated dividends, remaining with 
the company and so attaching to the credit 
of the policies would, should the occasion 
arise for payment of these policies to the 
beneficiaries, be without question, a part 
of the ‘proceeds and avails’ of the in- 
surance and thus protected against the 
creditors of the bankrupt. They still are 
covered by that definition on the facts here. 
They will continue so to be until and if 
the insured exercises the power given to 
him to demand their payment to him in 
some form. As the court has stated, the 
bankrupt cannot be compelled by this court 
to exercise such power. Consequently it 
seems to the court there is a material dif- 
ference, in view of this State law, be- 
tween the facts here and what they would 
be had the money been deposited by the 
bankrupt in a savings bank. In the latter 
case the bankrupt receives the money and 
puts it to his own use. Order reversed.” 





PREFERENCES IN B.ANKRUPTCY— 
KNOWLEDGE OF _ INSOLVENCY. 
Davies v. Home Trust Co., C. C. A. 8th 
Circuit, April 14, 1936. 

On September 29, 1930, the bankrupt 
executed to defendant banking corporation 
a promissory note for $15,000 payable 
thirty days after date. The note was given 
in renewal of a note originally executed 
July 22, 1929. Upon the making of the re- 
newal note, it was stipulated that the note 
should be paid at maturity. The evidence 
indicated that during 1930, the bankrupt 
had made purchases of goods aggregating 
$269,000 and had thereby increased its 
merchandise holdings to approximately 
$357,000. On December 1, 1930, the bank- 
rupt’s book assets aggregated $118,000 and 
its book liabilities $126,950. The note was 
paid on December 1, 1930, with interest, on 
which date after banking hours two in- 
voluntary petitions in bankruptcy were 
filed against the bankrupt. The trustee in 
bankruptcy brought an action against the 
bank to recover as an alleged preferential 
payment the amount thus paid on the note. 
The trustee claimed that the bankrupt con- 
niving with the bank defendant reduced 
large quantities of its merchandise to cash 
at sacrifice prices in order to procure cash 
in sufficient quantity to pay the note. 

The rule of law applicable to such situ- 
ations is that a party alleging a preference 
must show not only that the bankrupt was 
insolvent at the time that the alleged pref- 
erence was created, but also that on the 
date of payment, the recipient of the pay- 
ment must have known or must have had 
reason to believe that the bankrupt was in- 
solvent, and also that the payment was thus 
creating a preference. It is not enough to 
show that a complete investigation on the 
part of the defendant might have revealed 
the insolvency of the payor. There is no 
duty upon any one to make this investiga- 
tion in the absence of facts sufficient to put 
them on notice. 

The court in the instant case, in declar- 
ing that no preference was created, stated: 

“The bankrupt was insolvent at the time 
the payment to the bank was made; but no 
prima facie showing had been made that, 
on the date of payment, the defendant bank 
knew or had reason to believe that the 
bankrupt was insolvent, and that a pref- 
erence was intended. Deposits and with- 
drawals, during the period under examina- 
tion, presented no unusual picture to the 
bank. In October, 1930, the deposits ag- 
gregated $32,388.45, and large payments 
were made to general creditors. In No- 
vember, 1930, $27,419 was deposited and a 
balance left at the end of the month of 
$10,816. In December, 1930, deposits of 
$8,026 increased this balance on December 
1st to $15,761. The note was paid on that 


date.” 
q 


A compulsory health insurance sys- 
tem was established in the Province of 
British Columbia by an act passed in 
March, 1936. It is estimated that 
about 275,000 persons will be covered 
by the insurance, of whom 110,000 are 
workers and 165,000 are dependents. 
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\, Revenue Act 





(Cont. from page 21) is adopted and the 
receipt of the property in liquidation, 
although interim increases only are ex- 
pressly barred. 

“The liquidations under discussion 
need not be sanctioned by the local law 
provided only that the provisions of 
the Federal taxing statute are strictly 
observed. This provision is an unusual 
form of express authorization. 

“As the liquidation to be tax-free 
must be complete, distribution to the 
minority interest is provided. For this 
purpose, it would appear that existing 
reorganization provisions for tax-free 
exchanges may be utilized, but the 
statutory language leaves much to be 
desired by way of clarity. Undoubt- 
edly, in many situations, controlling 
corporations will attempt to acquire 
minority interests, prior to the adop- 
tion of a plan of liquidation, so as to 
be the sole stockholder at the com- 
mencement of and throughout liquida- 
tion proceedings. 

“A related question involves the 
capital stock-excess-profits tax problem 
of the liquidated subsidiary. If liquida- 
tion terminated after June 30, 1936, 
which almost necessarily must be the 
case, the capital stock value declara- 
tion must provide for current earnings 
prior to dissolution. 

“Consideration must also be given 
to the surtax on ‘undistributed profits.’ 
If distributions in the form of com- 
plete liquidation dividends constituted 
‘dividend paid credits,’ the liquidating 
subsidiary would have no concern with 
the undistributed profits tax. 

“It seems to me that those charged 
with the duty of interpreting the con- 
flicting statutory provisions above 
quoted have resolved the conflict 
against the taxpayer. How the courts 
will ultimately treat the matter is 
pleasant, but unprofitable, speculation. 
Under fairly well established rules of 
statutory construction, taxing measures 
are strictly construed against the tax- 
ing authorities, while relief provisions 
are strictly construed against those who 
invoke their aid. Here the doubt may 
be resolved by congressional amend- 
ment, which appears to be undeniably 
necessary. 

“Meanwhile, two serious problems 
confront the officers of corporations 
contemplating complete liquidation. If 
the distribution in complete liquidation 
is not a dividend paid credit, then the 


liquidated corporation is subject to a 
tax of approximately 20.5 per cent on 
its ‘undistributed net income.’ There 
are two ways of avoiding this tax if 
one fears an ultimate adverse court de- 
cision, or failure on the part of Con- 
gress to amend the law so as to estab- 
lish section 27 (f) as controlling a 
declaration of an ordinary dividend of 
the current earnings for the final 
period, thus subjecting the transferred 
distribution to the sole corporate stock- 
holders to a tax of 2.25 percent thereof, 
and subsequent distribution by the re- 
ceiving corporation. 

“It is thus seen that, if the regula- 
tions remain in effect and are held 
legal a complete solution of the entire 
question is achieved if after the liquida- 
tion and prior to the end of the income 
taxable year of the former subsidiary, 
the parent company distributes all of 
its earnings and all of the earnings of 
the subsidiary for the taxable year in 
question. If this is done there can be 
no question but that the earnings of the 
subsidiary for the taxable year up to 
the date of its liquidation have been 
distributed, and in such case, though 
the consent of the commissioner is re- 
quired, the liquidated subsidiary must 
be entitled to a dividend paid credit 
for all of its current year earnings. 

“Our final question deals with the 
status of the earnings of the liquidated 
subsidiary, accumulated since Feb. 28, 
1913, represented by the transferred 
assets received by the transferee cor- 
poration. The doubt with respect to 
the earnings of the final period has 
been discussed in the preceding section. 
We here deal only with the prior earn- 
ings. It seems to me that they retain 
their status as profits accumulated 
since 1913, so that they constitute a 
portion of the transferee’s fund, dis- 
tribution out of which constitutes tax- 
able dividends in the hands of the 
recipient stockholder.” 


French wages 


A general decrease in wage rates oc- 
curred in France during the 5 years 
ending in October, 1935, according to 
an annual wage study covering occu- 
pations represented in practically all 
localities. The decreases ranged from 
a minimum of 3.3 percent for book- 
binders, as compared with October, 
1930 or 1931, to a maximum of 13 
percent for brick-makers, the reduc- 
tions ranging from 6 to 10 percent 
in the majority of the occupations. 
The industries most seriously affected 
by the wage reductions were the tex- 
tile and building industries. 


Credit 


Training 
by the 


Home Study 
method 


The next few years will see a whole 
new group of executives controlling 
business. Your chance to be one of 
them was never better—the require- 
ments were never more clearly outlined. 


Yesterday's viewpoint means obliv- 
ion for thousands of executives— 
today you must have an up-to-the- 
minute mastery of certain underlying 
credit and business principles, and you 
must know how to apply them to the 
problems of tomorrow. 


To help business men meet today's 
ever-increasing demands for a broader 
rasp of basic credit and business 
Cheeiada the National Institute of 
Credit has prepared a home-study 
training course covering Credits and 
Collections. 


This course, designed to give you the 
greatest amount of credit training in the 
shortest possible time, is ideally suited 
to the limited spare hours of the busy 
business man. Consisting of lesson 
leaflets based on a recognized authori- 
tative text, printed lectures by credit 
authorities, and typical credit problems 
selected from actual situations—the 
course assignments can be scheduled 
to suit your own convenience. 


If you are engaged or interested in 
credit work, you do not need to be 
reminded of the significant part it plays 
in the commercial and business struc- 
ture. Now is the time to use this prac- 
tical means to prepare yourself for 
greater responsibilities just ahead. 


THE NATIONAL INSTITUTE OF CREDIT 


Dept. 


One Park Avenue, New York — Pert. 


Please send me full information about 
your course in Credits and Collections. 


When writing to advertisers please mention Credit © Financial Management 
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Retail bad- 
yy debt loss 








(Cont. from p.39) survey, with the excep- 
tion of the 46 jewelry stores reporting. 
Coal, fuel oil, and wood dealers re- 
flected the most favorable change, the 
ratio being 1.1 percent in 1935 as com- 
pared with 3.4 percent in 1934. 

Classifying the bad-debt loss ratios 
on open-credit sales for cities represent- 
ed by eight or more kinds of stores, it 
was found that Springfield, Mass., 
Rochester, N. Y., Minneapolis, Minn., 
Charleston, $. C., Wheeling, W. Va., 
and Seattle, Wash., had slightly higher 
ratios in 1935 than in 1934. The other 
cities shown had either lower or iden- 
tical ratios in 1935 as compared with 
1934. With respect to pen-credit bad- 
debt loss ratios by geographic regions, 
it was found that the ratios were lower 
for each region in 1935 than in 1934, 
the Middle Atlantic States registering 
the best improvement, 0.7 of 1 percent 
in 1935 as compared with 1.6 percent 
in 1934. 

On installment-credit sales the ratios 
of loss were lower in 1935 than in 1934 
for each of the 12 trades covered, with 
the exception of the coal, fuel oil, and 


wood trade. The four dealers report- 
ing installment bad-debt loss data for 
this trade had a slightly higher ratio 
in 1935 than in 1934, the figures being 
1 percent and 0.8 of 1 percent, re- 
spectively. 

Bad-debt loss ratios on installment 
sales for cities having five or more 
kinds of stores reporting indicate that 
Boston and Detroit had slightly higher 
loss ratios in 1935 than in 1934 with 
the remaining cities showing lower or 
identical ratios for the years under 
comparison. With respect to loss ratios 
by geographic regions, it was found 
that the New England States had the 
same loss ratio (0.9 of 1 percent) in 
1935 and 1934 with each of the re- 
maining regions showing a lower ratio 
over the same period. 

Bad-debt losses of individual stores 
distributed in the various credit-loss 
percentage groups reveal some striking 
changes for the year 1935. 

Classifying the stores reporting, 549 
had individual open-credit loss percent- 
ages of 0.5 of 1 percent or less for the 
year 1935 as compared with only 448 
having such low figures for the year 
1934. The stores which kept their 
loss ratios below 1 percent were also 
greater in number in 1935 than in 
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DANGER SIGNALS! 


Inspection reports on credit risks more often run green, 


showing a clear track ahead. But when they flash red 


there's still time for the credit man to apply the brakes. 


It's always safe to — 


SPECIFY HOOPER-HOLMES REPORTS 


tals 


HOOPER -HOLMES 
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1934—757 for the year 1935 in com- 
parison with 653 for the previous year. 
With respect to stores having open- 
credit loss ratios of 0.5 of 1 percent 
or less, grocery and shoe lines made the 
best relative improvement of the 14 
kinds of stores included in the study; 
103 grocery stores had loss ratios fall- 
ing within this range in 1935 as com- 
pared with 72 in 1934, with 31 shoe 
stores appearing in the same range in 
1935 as compared with 20 in 1934. 
The number of stores with 1935 
open-credit bad-debt loss ratios in ex- 
cess of the average (0.6 of 1 percent) 
for all stores reporting was about 16 
percent greater than the number of 
stores with loss ratios less than the av- 
erage. In 1935, 549 stores had bad- 
debt loss ratios of 0.5 of 1 percent or 
less as compared with 636 stores having 
bad-debt loss ratios of 0.7 of 1 percent 
or over, a fact caused by the sales and 
losses of larger stores offsetting the 
sales and losses of a greater number of 
smaller stores. Inasmuch as this study 
includes the larger and more progres- 
sive stores, it seems reasonable to con- 
clude that the average bad-debt loss 
for all retail stores in the country was 
greater than that shown in this report. 
A greater number of individual 
stores likewise showed installment 
credit-loss ratios of 0.5 of 1 percent 
or less. In 1935, 138 stores had loss 
ratios falling within this range as com- 
pared with 116 for 1934. However, 
with respect to the number of stores 
with 1935 installment loss ratios under 
and above the average ratio for all 
stores reporting, it was found that a 
greater number of stores had _ loss 
ratios under the average. ‘This situa- 
tion is the reverse of that prevailing 
for open-credit losses. In 1935, 204 
stores had installment bad-debt loss 
figures under the average of 1.5 percent 
for all stores reporting, whereas only 
100 stores had ratios in excess of the 
average. The stores with large sales 
and losses, on the average, therefore, 
had higher loss ratios than the smaller. 


Wage rates 


In the effort to prevent the lowering 
of wages and standards of work 
through unregulated competition, the 
governments of several countries have 
adopted the device of the legalized 
collective agreement. By that means, 
terms that have been agreed upon by 
organized workers and employers cov- 
ering conditions of employment are ap- 
plied as law to all engaged in the 
industry or occupation covered by the 
agreement, whether signatories or not. 
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H.S.Garness Is 
Named Leader 
For Milwaukee 


J. G. Romer Retires 


Because of Continued 
Ill Health. 





Milwaukee.— On September 
3rd Fred J. Bury, Jr., president 
of the Milwaukee Association 
of Credit Men, sent out the fol- 
lowing announcement to mem- 
bers of that association: 

“We regret the necessity of 
announcing the retirement of 
James G. Romer as Secretary- 
Manager of the Milwaukee As- 
sociation of Credit Men and 
Adjustment Bureau. Mr. Romer 
has not been in good health for 
the past several years and we 
know you join us in wishing 
him better health and good for- 
tune in the future. 

“By virtue of this vacancy the 
Board of Directors elected H. 
S. Garness as Secretary-Man- 
ager to fill the unexpired term 
to May 1, 1937. To most of 
you ‘Skip’ Garness needs no in- 
troduction. His enthusiastic in* 
terest in association matters al- 
ready has established and qual- 
ified him for this position. His 
organization and _ cooperative 
work in the various groups has 
been invaluable to the Milwau- 
kee Association. He is accom- 
modating, pleasant, energetic, 
resourceful, and thorough. We 
are looking forward to a good 
record of accomplishment and 
wish him good luck in his new 
position. D. S. Custer has been 
appointed Manager of the col- 
lection department of the Mil- 
waukee Association.” 

The Zebra Herd of the Mil- 
waukee Association of Credit 
Men held its first initiation of 
the year on September 28th. The 
Milwaukee Herd now numbers 
twenty-five and it is expected 
that before Thanksgiving Day 
this number will be increased 
by at least a dozen. 

The first luncheon meeting of 
the fall was held on September 
24th, with Attorney Robert W. 
Hansen as the speaker. 








Writes on 
Federal Taxes 































V. H. Stempf, C. P. A. 


The editorial board of the 
Credit Manual of Commercial 
laws is_ particularly well 
pleased to announce that one 
of the important features of the 
1937 edition is the one on New 
Federal Income Taxation, 
written by Victor H. Stempf, 
C.P.A., of Touche, Neven & 
Company, Public Accountants, 
New York. Mr. Stempf also is 
chairman of the Federal Taxa- 
tion Committee, American In- 
stitute of Accountants. His 
chapter in the 1937 Manual 
deals almost exclusively with 
the new Federal Excise Tax on 
undistributed profits of corpo- 
rations. It is written especially 
for the benefit of business men 
and is not technical in its lan- 
guage. Mr. Stempf also pre- 
sents examples of how this new 
Excise Tax applies to corpora- 
tions of various sizes. 


Two Divisions Place 





42nd Convention 
In Chicago Is Set 
For June 21-25th 


The Place—Chicago, Illi- 
nois. 

The Hosts—Chicago As- 
sociation of Credit Men. 

Convention Headquarters 
—Hotel Stevens. 

The Date — June 
through 25th, 1937. 

General Convention 
Chairman—E. M. ‘Tourte- 
lot, Vice-President First Na- 
tional Bank, Chicago, III, 
Director of the National As- 
sociation of Credit Men. 

Chairman of the National 
Convention Executive Com- 
mittee—Leo E. Schroeder, 
Vice-President, Geo. E. Wat- 
son Company, Chicago, and 
also President of the Chi- 
cago Association of Credit 
Men. 

The names of Mr. Tour- 
telot and Mr. Schroeder, to- 
gether with our good Chi- 
cago Secretary “Jeff” 
O’Keefe, alone are enough 
to give you assurance of a 
fine Convention. Commit- 
tees are already organized 
and preliminary Convention 
work well started. It will 
be the biggest Convention 
we have had in years. 

Satisfactory contracts have 
been made with the Hotel 
Stevens to assure complete, 
adequate and _ satisfactory 
accommodations for all vis- 
iting delegates wishing to 
stay at Convention Head- 
quarters, and adequate 
meeting rooms for general 
sessions, Credit Congress of 
Industry, etc. These will 
all be air-conditioned and 
conveniently arranged. 

Put the dates June 21st to 
25th, 1937, aside for your 
42nd Annual Convention. 


21st 
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O. K. on New Program 


Western, Central 


| the 


Chiefs Talk Plan 
at Sept. Meets. 


Plans for the nation-wide 
crusade to guard the nation’s 
profits and develop to an even 
greater degree the services of 
the various departments of 
National Association of 


| Credit Men were advanced a 


| significant 


step during recent 


| weeks when the Western Divi- 
| sion Conference of Presidents 





and Managers of local Associa- 
tions endorsed, in San Francisco, 
the proposed campaign. 

And on September 24th and 
25th in Chicago, a meeting of 
Central Division Presidents and 
local Managers was held in 


| which the entire proposal was 


outlined and studied, following 


| which endorsement was given 
| by that section of the country. 
| The next steps are expected to 
| be taken at a meeting of East- 
| ern 
| Managers of local associations 


Division Presidents and 


which will be held in New York 
on October 5th and 6th, just 


| after we go to press for this 
| issue. 


General details of the plans 


| will not be mentioned here since 
| they are covered in the leading 


article in this issue by Edward 
Pilsbury, President of the Na- 
tional Association of Credit 
Men. Further presentation will 
be made in a special letter to 
each member of the association 
to be sent out by President Pils- 
bury on the 15th of this month 
in connection with the Monthly 
Business Review of Executive 


Manager Heimann. 


The recent developments are 


| part of a series which began 
| at the Richmond Convention in 


June when, following the Exe- 
cutive Manager’s Report, a pro- 
posal was made that a long- 
range program for the develop- 
ment of credit to an even 




























































































greater and more beneficial de- 
gree be adopted. The member- 
ship at the Richmond Conven- 
tion endorsed the program and 
recommended that it be refer- 
red to the entire membership. 
Subsequently, it was endorsed 


by the National Board of Di- | 


rectors and then by a meeting 

of local Secretary-Managers. 
Following these developments 

a general committee was or- 


ganized among members of the | 
Association and local Secretary- | 
Managers to carry forward the | 


plans originally outlined in 
Richmond. The membership of 
this committee is as follows: 


E. Pilsbury, Secretary, Credit | 


and Sales Manager, B. Rosen- 


berg & Sons, New Orleans, La. | 
President—National Association 


of Credit Men. 


Henry H. Heimann, Executive | 


Manager—National Association 
of Credit Men. 

Wm. H. Pouch, President— 
Concrete Steel Company, New 
York, N. Y., Past President— 
National Association of Credit 
Men. 


E. I. Kilcup, Vice-President, | 
Davol Rubber Company, Provi- | 


dence, R. L., 


Past President— | 


National Association of Credit | 


Men. 

E. E. Ogren, Credit Manager 
—The Stanley Works, New 
Britain, Conn., Director—Na- 
tional Association of Credit 
Men. 


F. J. Hamerin, Credit Man- 


ager—Lilly Varnish Co., Indian- | 


apolis, Ind., Director— National 
Association of Credit Men. 
Arnold W. 


sroth, Vice-Presi- | 


dent—The First National Bank | 
of Portland, Portland, Oregon, | 


Director—National 
of Credit Men. 
Chas. Johnston, Credit Man- 
ager—Williams & Company, 
Inc., Pittsburgh, Pa., President 


Association 


—Credit Association of Western | 


Pennsylvania, Pittsburgh, Pa. 


G. H. Johnstone, Credit Man- | 
ager—Armour & Co., Chicago, | 


Ill., Chicago Association of 
Credit Men. 
Ernest G. Gayman, Sperry | 


Flour Company, San Francisco, | 


Calif., Director—Credit 


agers’ Association of Northern 
& Central California. 


Man- | 


Robert Peel, Inter Mountain | 
Association of Credit Men, Salt 


Lake City, Utah. 
Samuel J. 


Schneider, Louis- | 


ville Association of Credit Men, | 


Louisville, Kentucky. 
G. P. Horn, Omaha Associa- 


tion of Credit Men, Omaha, 
Nebraska. 








Credit Manager with fifteen years | 


experience in foreign and domestic | 


trade wishes connection. Full re- 


sponsibility checking credits and col- | 


lections. Also 
fice Manager. 

Best recommendations. Rerly Cred't 
and Financial Management, Box 1. 


Accountant and Of- 


Neat Executive type. | 


Western Division Adopts New 
Adjustment, Collection Code 


Meeting at Frisco 
Makes Declarations on 
Service Activities 





San Francisco.—Among the 
announcements made at the 
meeting of the Secretary-Man- 
agers and Presidents of the 
Credit Associations in the West- 
ern Division, NACM, were 
declarations on collection work 
and adjustment affairs. 


The following on Collection 
Bureau point of view was sub- 
mitted by C. P. King, chairman 
of special comraittee on Canons 
of Ethics ani adoptea_ by 
Western Division Secretary- 
Managers’ Conference on Au- 
gust 24th. 

“The 
the National Association of 
Credit Men are cooperative, 
non - profit - seeking, creditor- 
owned and controlled organiza- 


tions. They are termed lay 
agencies and as such do not 
practice law. Organized in 


1896, their long record of effi- 


Collection Bureaus of | 





cient and faithful performance | 


is unique in business history. 


Their primary function is to re- | 
duce to a minimum the bad debt | 


waste of the Nation. They are 
creditors’ agencies and furnish 
mediums through which credit- 
ors bring about many friendly 
settlements between themselves 
and their debtors. Experience 
has proven that they have been 


important factors in relieving | 


court congestion and in doing 
the very things that the judi- 
ciary almost universally encour- 
ages. 


“The Collection Bureaus 
operate primarily for whole- 
salers, jobbers, manufacturers 


and banks, and, therefore have 


little to do with aspects of con- | 


sumer credit. The collection of 
claims in this field calls for 
special skill and organization 
support. 


“All legal aspects of the work 








of these Bureaus are and must | 


be entrusted to lawyers. The 


Bureaus stand squarely 


upon | 


the maintenance of the follow- | 


ing principles: 

“1. Accounts receivable are 
property. Creditors have all of 
the rights in accounts receivable 
that maintain as to any other 
property. Therefore, they have 
the right to assign or transfer 
accounts receivable for the pur- 
pose of collection so as to cre- 
ate the assignee the real part 
in interest, enabling him to se- 
lect counsel and maintain ac- 


ae 


tions, if necessary, for the col- 
lection of the account either in 
the name of the creditor or of 
the assignee. 


“2. Creditors should have the 


right to appoint agents to do | 


whatever creditors might law- 
fully do with respect to receiv- 
ables owned by them and such 
rights may include the selection 
of attorneys. 

“3. There shall be no divi- 
sion of lawyers’ fees with lay- 
men or lay agencies. However, 


a contingent commission to be | 


paid upon collection of a claim 
is not considered a legal fee. 
“4. When an established re- 
lationship of attorney and client 
becomes known to the Bureau, 


such relationship will be re- | 


spected. 


“5. Bureaus should have the | 
right to inform a debtor that | 
the | 
the | 


conditions 
to refer 


certain 
intends 


under 
creditor 





matter to an attorney, without, | 
however, using the name of a | 


specific attorney or law firm. 
“6. The forwarding and re- 


ceiving of commercial claims for | 


collection in accordance with 
the practices which have been 
built up in this country over 
the last one hundred years do 
not constitute the practice of 
law. 


“7, Bureaus will 
torneys to furnish them legal 
services and advice as to their 
own affairs. 


“8. The Bureaus will adhere 
to the code of ethics of the Na- 
tional Association of Credit 
Men. 
taking of firm stands against 
commercial fraud and imposi- 
tion; it is against the securing 
of unfair advantages, and seeks 
to protect both creditor 
debtor. The unfortunate but 
honest debtor is entitled to the 
consideration and assistance of 
all his creditors.” 


Mr. King also presented the 
following declaration on the 
Adjustment Bureau point of 
view, which was also adopted 
by the Western Division Secre- 
tary-Managers: 

“The Adjustment Bureaus of 
the National Association of 
Credit Men are cooperative, 
non - profit - seeking, creditor- 
owned and controlled organiza- 
tions. Organized in 1896, their 
long record of efficient and 
faithful performance is unique 
in business history. Their pri- 
mary function is to reduce to a 
minimum the bad debt waste of 
the Nation. They are credit- 

(Continued on page 47) 





retain at- 


and | 





ExpansionPlan 
To Be Talked 


At Dayton, O. 


Dayton, O.—The Regional 
Conference of commercial cred- 
it men in Ohio, Michigan, West 
Virginia, Pennsylvania, Indi- 
ana, Kentucky, will meet in 
this city on October 15th and 
16th at the Miami Hotel. This 
conference, which started out as 
the meeting of Ohio- credit men, 
is developing into one of the 
larger regional conferences to 
be held during the fall months. 

The N.A.C.M. expansion pro- 
gram and the legislative activ- 
ities of the Association will be 
discussed during the sessions on 
October 15. The discussion on 
Friday, October 16, will center 
around Interchange _ service. 
The discussion will be led by 
Charles Johnston, president of 
the Credit Association of West- 
ern Pennsylvania, who will talk 
on “Interchange—Its Value and 
Use and How Both May Be In- 
creased.” 





Tourtelot Group Is 
Making Plans for 
Convention in June 





Chicago.—E. M. Tourtelot, 
vice-president of the First Na- 
tional Bank, of Chicago, has ac- 
cepted the Chairmanship of the 
banking relations committee of 
the Chicago Association of 
Credit Men. This committee 
will work on the bankers’ por- 


: | etion of the program for the Na- 
This code advocates the | - Ay: 


tional NACM Convention to be 
held in Chicago next June. 

The other members of the 
committee besides Mr. Tourte- 
lot are: P. L. Burgett, North- 
ern Trust Co.; H. M. Driscoll, 
National Boulevard Bank; Ed- 
ward A. Dyslin, Albert Given 
Manufacturing Co.; A. E. Hal- 
vorsen, Lake Shore Trust and 
Savings Bank; E. T. Kurz- 
dorfer, Uptown State Bank; R. 
R. Mentz, City National Bank; 
F. N. Mercer, Drovers’ Nation- 
al; A. F. Miche, Harris Trust; 
R. L. Plummer, Abbott Labora- 
tories; R. L. Redheffer, Mer- 
chandise Bank; W. W. Rogers, 
the Pure Oil Company; Henry 
Schenneman, Chicago City 
Bank; C. M. Smits, Continental 
Illinois National Bank; H. H. 
Stout, Halsted Exchange Na- 
tional Bank; J. William Swan- 
son, National Builders’ Bank; 
Edward J. Tietz, Personal Loan 
and Savings Bank, and John C. 
Wright, American National 
Bank. 
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G.G. Ford, One | 
of Founders At. 
Rochester, Dies 





Rochester.—Members of the 
Rochester Association of Credit 
Men mourn the recent death of 
George G. Ford, one of the or- 
ganizers and a past President 
of the Rochester Association. 
While he retired from active 
business in 1927, he has retained 
an interest in the work of the 
Rochester Association. He was 
awarded an honorary member- 
ship at the time of his retire- 
ment from active business. 

Mr. Ford attended the first 
convention at Toledo and was 
a member of a group which 
organized the Rochester Asso- 
ciation. He was active in as- 
sociation affairs from the start. 
Served as President in 1898 and 
again in 1913-14, during the 
year in which the national con- 
vention was held in Rochester. 

For thirty-two years, starting 
in 1884, he was connected with 
the L. P. Ross Company, whole- 
sale shoe dealers, and repre- 
sented that organization in the 
Rochester Association of Credit 
Men. After 1916, when he be- 
came an officer of the Citizens 
Bank of Rochester, he contin- 
ued his membership in the local 
association and remained with 
us when he became an officer 
of the General Street Signal 
Corporation. 

From 1927 to 1933 he devoted 
all of his time to philanthropic 
work in which he was greatly 
interested, serving during this 
period as Chairman of the 
Rochester Community Chest. He 
also served for several years 
as a director of the Rochester 
7. MC. A, 





Score Conviction on 
False Statement Count 


New York.—The staff of the 
Fraud Prevention Division of 
the National Association of 
Credit Men was congratulated 
early in September over the con- 
~iction of Herman Gross on a 
charge of issuing a false finan- 
cial statement to obtain credit 
in violation of Section 1293-B 
of the Penal Law of New York. 
The Fraud Prevention Depart- 
ment was active in the investi- 
gation in this case, which, ac- 
cording to the Assistant Dis- 
trict Attorney Eugene B. Mc- 
Auliffe, covered fraud to the 
extent of close to $25,000. Sen- 
tence was -to be pronounced on 
eee Gross early in Octo- 

er. 
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F. A. Ferguson 


F. A. Ferguson of the Credit 
and Collection Department of 
the Westinghouse Electric and 
Manufacturing Company, East 
Pittsburgh, has had the rather 
unusual distinction of active 
participation in the work of 
three different affiliated units of 
the National Association of 
Credit Men. 


Mr. Ferguson has been con- 
nected with the Westinghouse 
Electric and Manufacturing 
Company for thirty years, serv- 
ing in the credit department at 
East Pittsburgh from 1905 to 
1916. He was then transferred 
to the Chicago office of the 
Westinghouse Company in the 
capacity of credit and collection 
man. In 1923 his company 
transferred him to St. Louis, 
where he was Treasury Man- 
ager of the Southwestern Dis- 


| the latter part of 1930. 








trict. During his stay in St. 
Louis, Mr. Ferguson was afhli- 
ated with the St. Louis Associ- 
ation of Credit Men and served 
as President of that association 
for one term. He was also 
chairman of the membership 
committee of the St. Louis As- 
sociation when it won the Na- 
tional Membership Trophy back 
in 1927. 

In March, 1928, Mr. Fergu- 
son transferred his activities 
from the credits and treasury 


| matters to become sales man- 


ager of the Denver district for 
the Westinghouse Company, in 
which capacity he served until 
It was 
his object in taking up sales ac- 
tivity to get a broader knowl- 


| edge of the general commercial 


situation and especially the re- 
lation between sales work and 
credit matters. 


Later he was appointed as- 


| sistant treasurer of the Westing- 
| house Electric Elevator Com- 


pany, with headquarters in Chi- 
cago. He became identified 
with the Chicago Association of 
Credit Men and took an active 
part in the programs of that as- 
sociation until his removal to 
Pittsburgh a short time ago to 
take up special duties in the 
credit and collections depart- 
ment. Since returning to Pitts- 
burgh, Mr. Ferguson has been 
an active member of that asso- 
ciation, serving on_ various 
committees. He is also instruct- 
ing a night class in credits and 
collections at the Duquesne Uni- 
versity during the present sea- 
son. Mr. Ferguson is one of 
the enthusiastic members of the 
National Association of Credit 
Men who feels that research 
and education are important. 








New Orleans Chapter 
Conducts Big Program 


New Orleans.—F. W. Hel- 
bach, President of the New Or- 
leans chapter, National Insti- 
tute of Credit, in conjunction 
with the New Orleans Credit 
Men’s Association, announces an 
extensive educational course 
for the 1936-37 season. Among 
the subjects to be covered are: 
Mercantile Credit, Retail Cred- 
it, Installment Credit, Valuation 
and Analysis of Financial State- 
ments, Collection Methods and 
Procedure, Assignments and 
Receiverships and Bankruptcy. 


The courses will be conducted | 


by S. L. Lozes, Manager of the 
Collection Department. 
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Expect 200 Students 
This Fall in N. York 
For Institute Class 





New York. — Registrations 
for the fall term of the New 
York Chapter of the National 
Institute of Credit Men, accord- 
ing to an announcement by L. 
B. Wilson of the National Car- 
bon Company, Vice President of 
the New York Chapter, will 
shortly reach the 200 mark. 


Classes for the fall term will 
be inaugurated early in Octo- 
ber. Mr. Wilson announces, 
however, that other registra- 
tions can be accepted for the 
first two weeks in the month for 
late comers. 


Name Heads of 
‘Committees for 
'G. Rapids Year 


Grand Rapids.—President Ed 
Neuman of the Grand Rapids 
Association of Credit Men 
started the year’s activities of 
this association on September 
17th with a dinner at the Pe- 
ninsular Club, attended by the 
new officers and chairmen of 
the important committees. 
President Neuman has some 
very active plans in operation 
for a big season and outlined 
some of these plans to the com- | 
mittee chairmen at the Penin- 
sular Club dinner. 


Chairmen of the main com- 
mittees for this association dur- 
ing the current year are: Bank- 
ing & Currency, C. W. Kuning, 
Peoples Nat’! Bank; Bankrupt- 
cy, Glen Sackett, Leitelt Iron 
Works; Credit Methods & Prac- 
tice, Chas. H. Foote, Tangle- 
foot Co.; Holding, Claude 
Jaqua, The Jaqua Co.; Legis- 
| lative, Fred Broucek, Wolv. 
Brass; Membership, D. C. John- 
_ son, Pittsburgh Plate Glass Co.; 
Program & Entertainment, G. 
R. Bedding Co.; Public Rela- 
tions and Publicity, Russell 
Fairles, Nat'l Bank of G. R.; 
Women’s Group, Miss F. Vier- 
heilig, Wolverine Spice Co.; 
Collection Bur. & Adjustment 
Bur., Fred E. Olson, G. R. Gass 
Light Co.; Insurance, G. C. 
Blickle, G. R. Ins. Agency. 


—_— 


Director Ogren Speaks 
At Opening Session of 
Bridgeport ‘“C’’? Men 


Bridgeport—The Bridgeport 
Association of Credit Men held 
its first meeting of the year at 
the Algonquin Club on Wednes- 
day evening, September 16th. E. 
E. Ogren, credit manager of 
the Stanley Works at New 
Britain, spoke on the subject 
“What the National Association 
of Credit Men Stands For.” 
Mr. Ogren is a director of the 
National Association. 


During November a. state- 
wide educational campaign on 
credit matters will be inaugu- 
rated under the leadership of 
the Connecticut Association of 
Credit Men. An organization 
| meeting of the four credit as- 
sociations in Connecticut was 
held on September 17th. This 
| Meeting was attended by Fred 
Schrop, a special representative 
| of the National Association. 

















Jamestown Has 


Big Plans for. 
October 16-17) 





Jamestown.—Plans for the 
big Tri-State Conference, which 
will be held at Hotel James- 
town on October 16th and 17th, 
are now being completed by F. 


H. Isaacson, of the Jamestown | 


Veneer and Plywood Corpora- 


tion, who is general chairman | 


of the conference program. 

Dana W. Norris, ‘ National 
Director, will act as conven- 
tion chairman. Among the in- 
teresting subjects already set 
for the program are the follow- 
ing: 

“Financial Analysis and 
Trends,’ by Thomas M. Fori- 
stall, Wall Street Journal; 
“Present Day Problems and 
Rehabilitation of Industry,” by 


George T. Trundle, Jr., Pres- | 


ident of The Trundle Engineer- 
ing Company, Cleveland, Ohio; 
“The Revenue Act of 1936,” by 
Arthur H. Kent, Assistant 
General Counsel in Charge of 
Taxation, United States Treas- 
ury Department; “Foreign 
Credits,” by P. M. Haight, 
Past President NACM; “Rob- 
inson-Patman Bill,” “Legisla- 


tive Activity,” by C. R. Parks, 
North American Cement Com- 
pany. David A. Weir, assist- 
ant executive manager of 
N.A.C.M., also will speak on 
business economics. 

Joseph Rubanow will preside 
at the President’s Luncheon on 
Friday noon. Samuel J. Las- 
ser, President of the Jamestown 
Association, will preside at the 
Banquet on Friday evening, at 
which Executive Manager 
Henry H. Heimann will be one 
of the principal speakers. 


Preliminary estimates indicate 


that the Tri-State Conference 
at Jamestown this year will 
draw the largest attendance 
registered in this important 
area. 


U.of M. Prof. Speaks at 
Minneapolis Gathering 





Minneapolis.—The Minneap- 
olis Association of Credit Men 





started the Fall season on Sep- | 


tember 15th with a dinner meet- 
ing at the Dayton Tea Room. 
Prof. A. R. Uptrem, instructor 
of the School of Business Ad- 
ministration at the University 
of Minnesota, spoke on “Re- 
cent Monetary Developments.” 
This was the first dinner meet- 
ing of the new season. 


Secretary E. G. Lilly of | [Jticqg Back In 


Waco, Tex., Is Dead 


Waco, Tex.—Members of the | 


Waco Wholesale Credit Men’s 
Association grieved over the 
death of E. G. Lilly, Secretary 
of the Waco Association, on 
Thursday, September 10th. 

Mr. Lilly had been very ac- 
tive in the Waco Association 
affairs for considerable time 
and has served as its secretary 
for several years. The affairs 
of the Waco Wholesale Credit 
Association will be directed by 
Mr. D. S. Dodson, President, 
until such time as the associa- 
tion meets and elects a new 
secretary. 


Philadelphians Hear of 
Old Age Pension Laws 


Philadelphia. — The first 
monthly membership meeting of 
the Credit Men’s Association of 
Eastern Pennsylvania was held 
on Tuesday evening, Septem- 
ber 22nd, at the Manufacturers’ 
and Bankers’ Club, Walnut and 
Broad Streets. M. A. Linton, 
President of the Provident Mu- 
tual Life Insurance Company, 
spoke on “The Federal Old Age 
Security Program and Some of 
Its Consequences.” 











N.A.C.M. Fold 
With Big Gain 


It is most pleasing to an- 
nounce that the Utica Associa- 
tion of Credit Men once more 
becomes an afhliated unit of the 
National due to the continued 
interest and work of our vet- 
eran member firms in that area. 

The Utica Association, which 
has been dormant for the last 
three years, has reorganized 
with a membership of forty- 
eight, which includes practic- 
ally all the old members and 
many new firms. 

Utica will be headed this 
year by Edward Juergensen, 
Duofold, Inc., Mohawk, N. Y., 
as President. Their offices will 
be at the Martin Building, Uti- 
ca, N. Y., and Miss Helen J. 
Switzer is Secretary. 





TO ALL EMPLOYERS: Have you 
ever paused to consider how much 
you can save by having in your 
organization one who, because of 


his varied and comprehensive ex- 
perience in the legal, credit and col- 
lection fields, can act in the dual 
capacity of Attorney and Credit 
Manager? For’ full particulars 
"phone Mr. Arnold, University 


4-1949, or write Credit and Financial 
Management, Box No. 2. 





WESTERN DIVISION SECRETARY-MANAGERS AND PRESIDENTS MEET IN SAN FRANCISCO 
The above photograph sent to us by Owen Dibbern, Western Division Manager, pictures the session of the Secretary-Managers and Presidents 


of the NACM Association in the Western Division held in San Francisco during the last week in August. 
National Conventions will recognize most of these men. 


Those who have attended our several 
However, for the benefit of other readers we present their names as follows. 


Left to right. 


Robert Peel, Sec’y. of Inter-Mountain Association of Credit Men, Salt Lake City; R. A. Colliton, Director C.C.I.B., St. Louis; O. H. Walker, Sec’y. 


Credit Managers Association of N. & C. California, San Francisco; J. B. McKelvy, Sec’ 
. A. Folger Co., San Francisco; Lawrence Holzman, Sec’y. San Diego Wholesale Cr 


ank, San Diego; Homer B. Scarborough, c/o Acme Meat Co., Oakland; 
Heimann, Executive Manager, N.A.C.M., New York; Owen S. Dibbern, W. D. Manager, N.A.C.M., San Francisco; C. A. Breckenridge, Zellerbach 


Paper Co., Los Angeles; S. P. Chase, Sec’y. Los Angeles Credit Men’s Association, Los Angeles; A. 


. Rocky Mt. Association of Credit Men, Denver; C. C. Beck, 
it Men’s Assn., San Diego; J. 
Gordon N. Lantz, c/o Balfour Guthrie Co., San 


L. Hecklin, c/o First National 
Francisco; Henry H. 


D. Johnson, Sec’y., Los Angeles Wholesalers’ 


Board of Trade, Los Angeles; George Brainard, Sec’y., San Francisco Board of Trade, San Francisco; Ralph Price, Sec’y. Fresno Chapter, Credit 


Managers Association, Fresno, Calif.; 


C. P. King, Sec’y. Seattle Association of Credit Men, Seattle; J. 


Q. M. Rogers, Zion’s Cooperative Mercantile Institution, Salt Lake City. 
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F. Mullen, c/o Ballou & Wright, Seattle; 
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Westerners Put 
Out New Code 


On Adjustment , 


Ethics on Collections 


Also Covered at) 


Meet in Frisco 


(Continued from page 44) 


ors’ and debtors’ agencies, a 
medium through which creditors 
and debtors meet to discuss their 
problems, arrive at conclusions 
and bring about as many 
friendly settlements between 
them as may consistently be had. 
Experience has proven that they 
have been important factors in 
relieving court congestion and 
in doing the very things that 
the judiciary almost universally 
encourages. 

“The Adjustment Bureaus 
operate primarily for whole- 
salers, jobbers, manufacturers, 
banks and their customers, and 
therefore have little to do with 
aspects of consumer credit. The 
principal activities of these Bu- 
reaus are devoted to the re- 
habilitation of failing business 
concerns and the economical 
liquidation of insolvent enter- 
prises. 

“All legal aspects of the 
work of these Bureaus are and 
must be entrusted to lawyers. 
The Bureaus stand squarely 
upon the maintenance of the fol- 
lowing principles: 

“1. Recommend and encour- 
age all failing business concerns 
and all insolvent enterprises 
whose affairs are in the hands 
of, or referred to, the Bureau, 
to be represented by counsel of 
their own choosing. 

“2. When an established re- 
lationship -of attorney and cli- 
ent becomes known to the Bu- 
reau, such relationship should 
be respected. 

“3. Inasmuch as creditors’ in- 
terests are involved, it is rec- 
ommended that in all cases a 
committee of creditors be select- 
ed to direct, advise and counsel 
with the Bureaus in the admin- 
istration of the Estates. All 
legal questions are to be re- 
ferred to counsel who has re- 
ceived the approval of the cred- 
itors committee. 

“4, Bureaus will retain at- 
torneys to furnish them legal 
services and advice as to their 
own affairs. 

“5. Cooperative action of 
creditors brings about an avoid- 
ance of a multiplicity of actions 
and is entirely consistent with 
the theory and precepts of the 


| Evanston, 





Credit Careers 


A. A. Martin 
A. A. Martin, Credit Man- 


| ager, the Momsen, Dunnegan, 


Ryan Company, El Paso, Tex., 
has played an important part 
in the business development of 
the El Paso area of Texas dur- 
ing the last 19 years. 

Born in Colorado, Mr. Mar- 
tin received his education in the 
public schools of Chicago and 
in Northwestern University, 
Ill., where he re- 
ceived a degree in law in 1906. 
He was admitted to the Illinois 
Bar in 1907 and for a time 
practiced law in Chicago. In 
1912 Mr. Martin entered the 
legal and collection department 
of Hibbard, Spencer, Bartlett & 


National Bankruptcy Act. It is, 
therefore, held to be proper for 
Bureaus to participate in the 
organization of creditors for 
their mutual protection either 


in or outside of court proceed- | 


ings. 

“6. The Bureaus will adhere 
to the code of ethics of the Na- 
tional Association of Credit 
Men. This code advocates the 
taking of firm stands against 
commercial fraud and imposi- 
tion; it is against the securing 
of unfair advantages, and seeks 
to protect both creditor and 
debtor. The unfortunate but 
honest debtor is entitled to the 
consideration and assistance of 
all his creditors.” 

While these declarations were 
not intended to take the place 
of the Standard Code of Eth- 
ics which has been readopted 
for many years by the National 
Association of Credit Men, the 








Company and later transferred 
to the Credit Department of 
that well known hardware job- 
bing organization. 

He went to El Paso in Janu- 
ary, 1917, to take charge of 
credits and collections of the 
Momsen, Dunnegan, Ryan Com- 
pany and has been connected 
with that company since. 

He was one of the organizers 
of the Tri-State Association of 
Credit Men in 1919 and has 
served as a director since its 
organization. He acted as 
President of the Tri-State As- 
sociation during the years 1921 
to 1924 inclusive. 

He was elected to the Na- 
tional Board of Directors of the 
National Association at the Los 
Angeles Convention. 

Mr. Martin has been very ac- 
tive in the work of the Tri- 
State Association in the El Paso 
district and also was one of the 
moving spirits in the organiza- 
tion of the Wholesalers Credit 
Association of New Mexico at 
Albuquerque a short time ago. 
The organization of this asso- 
ciation is 
strong step in advance for the 


credit men in the far Southwest- ° 


ern area and gives NACM 
strong representation in still an- 
other state. Its usefulness in 
the credit circles of the far 
Southwestern area has. been 
demonstrated on several occa- 
sions and its service to the 
credit fraternity bears out the 
prophecy made by Mr. Martin 
that the Albuquerque branch of 
the Tri-State Association would 
prove exceptionally helpful to 
the credit men of the El Paso 
area. 


declarations on collection work 
and adjustment bureau opera- 
tions were intended to clear up 
several points of importance in 
the operation of these two divi- 
sions of association activity. 





St. Paul ‘“‘C’’ Men Will 
Study Letter Writing 





St. Paul—The St. Paul As- 
sociation of Credit Men an- 
nounces a course in Business 
English and _ Letter-writing 
starting the first week in Oc- 
tober. The sessions will be 
held in the Guardian Building, 
Fourth and Minnesota Streets. 

E. E. Schoen is chairman of 
the educational committee for 
the St. Paul Association. Other 
members of the committee are 
R. A. Nentwig and W. T. Mil- 
ler. 


looked upon as a+ 











Canton Starts 
Chapter Under 
Cleveland, O. 


New group opens under 
leadership of F. W. 
Mosier, Sec.-Mgr. 


Cleveland.—-The Canton As- 
sociation of Credit Men, oper- 
ating as a chapter of the 
Cleveland Association of Credit 
Men, is now in full activity 
under the direction of F. W. 
Mosier, late of the Uniontown, 


Pennsylvania, branch of the 
Pittsburgh Association. The 
Canton Association starts off 


with a membership of 53, 35 of 
whom have signed Interchange 
Service contracts. 

The Canton office is located 
at 913 Renkert Building and has 
been in operation under the di- 
rection of Mr. Mosier since the 
1st of September. 

At a meeting of the organiza- 
tion members of the Canton As- 
sociation held on August 25th 
the following officers and exec- 
utive committee members were 
elected: C. C. Bolus, The Mil- 
cor Steel Co.; J. D. Cathon, 
The Hoover Company; H. J. 
Fast, First Trust & Sav. Bank 
of Canton; J. M. Luckner, En- 
terprise Alum. Co., Massillon; 
Fred McGlashan, The Clima- 
lene Co.; W. G. Saxton, First 
National Bank, Canton; C. L. 
Stamm, Dine-De Wees Co. 

The Canton Association, serv- 
ing Stark and Tuscarawas coun- 
ties in Ohio, will offer excel- 
lent service to the manufactur- 
ers and wholesalers in that 
area. 

For the present all Inter- 
change references should be 
sent to the Cleveland Associa- 
tion direct, as the parent organ- 
ization is acting as the Inter- 
change Clearing House for the 
Canton Association. 

Mr. Mosier, who is serving 
as Secretary-Manager of the 
Canton Association, has had a 
number of years’ experience, 
both in Pittsburgh and at 
Uniontown, Penna. When it 
was learned that Mr. Mosier’s 
services were available, he was 
assigned to the Canton area for 
a period of sixty days, during 
which time he was able to ob- 
tain a charter membership of 
fifty-three and an initial mem- 
bership of thirty-five for the In- 
terchange Service. 

Collection Service for the 
Canton area will be handled 
through the Cleveland office. 
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